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HOUSE OF REPRESENTATIVES—Thursday, May 13, 1993

The House met at 10 a.m.

The Chaplain, Rev. James David
Ford, D.D., offered the following
prayer:

We are grateful, O God, for all the in-
fluences that help us see the demands
of the day and the road for tomorrow.
For the good traditions of our Nation
when justice is served, we are thankful;
for the freedoms that make us proud
and for the liberties that allow us to
serve others, we offer our praise. For
families and friends who care for us
and seek our best and whose concern is
greater than we can ever know, we re-
member with appreciation. Help us,
gracious God, to live each day with the
spirit of gratitude and thanksgiving for
all the gifts we have received and to
offer our praise that Your spirit is ever
with us and will never depart from us.
Amen.

THE JOURNAL

The SPEAKER. The Chair has exam-
ined the Journal of the last day’s pro-
ceedings and announces to the House
his approval thereof.

Pursuant to clause 1, rule I, the Jour-
nal stands approved.

——

PLEDGE OF ALLEGIANCE

The SPEAKER. The gentleman from
New Jersey [Mr. FRANKS] will please
come forward and lead us in the Pledge
of Allegiance.

Mr. FRANKS of New Jersey led the
Pledge of Allegiance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Hallen, one of its clerks, announced
that the Senate agrees to the amend-
ment of the House to the bill (S. 214)
‘*An Act to authorize the construction
of a memorial on Federal land in the
District of Columbia or its environs to
honor members of the Armed Forces
who served in World War II and to com-
memorate United States participation
in that conflict.”

ANNOUNCEMENT BY THE SPEAKER

The SPEAKER. The Chair announces
that there will be a recognition of not
more than 15 Members from each side
for 1-minute requests.

A PENSIONLESS FUTURE

(Mr. PICKLE asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. PICKLE. Mr. Speaker, I rise this
morning to call the attention of my
colleagues to an article appearing on
the front page of today's Washington
Post entitled, ‘A Pensionless Future?"
This article highlights the very real
problem that our society faces in pre-
paring for the retirement of today's
workers. Unless we increase the rate of
retirement savings, starting this year,
tens of millions of today's workers will
find themselves destitute in their gold-
en years.

And it is for this reason that I intro-
duced H.R. 298 earlier this year to re-
quire employers to properly fund their
pension plans. For the past year the
Subcommittee on Oversight of the
Committee on Ways and Means has in-
vestigated this problem and has re-
ceived extensive reports from the U.S.
General Accounting Office, the Con-
gressional Budget Office, and the Pen-
sion Benefit Guaranty Corporation.
The facts are clear. A small minority
of large employers in this country have
chosen to seriously underfund their
pension plans. Today the unfunded cur-
rent liabilities in private pension plans
exceed $51 billion, and that figure has
grown rapidly over the past few years.
Even worse, the PBGC, which guaran-
tees these pension promises, currently
has a deficit of $2.7 billion, more than
double its deficit in 1989.

When an employer shortchanges the
company pension plan and then en-
counters financial difficulty it is the
workers and the PBGC that bear the
loss. The subcommittee has received
direct, personal testimony from work-
ers who have lost over a third of their
promised benefits. Every month, for
the rest of their lives, their monthly
pension checks will be several hundred
dollars short, because their pension
plan was not properly funded.

A major reason their plan was not
funded was because the law does not re-
quire employers to fully fund their pen-
sion promises. Therefore, when a com-
pany gets into economic trouble, it
cuts back on funding its pension plan.
When a company can't afford to pay
higher salaries, it makes unfunded pen-
sion promises. And the union leaders
and corporate managers agree to these
empty promises because it allows them
to look good in negotiating pay and
benefits today, while shifting the risks
to future taxpayers and retirees. The

GAO found that in 1991 among eight of
the largest underfunded pension plans,
unfunded liabilities increased by $5 bil-
lion, of which $2 billion was due to new
benefit promises. -

There is no dispute about the facts of
this situation. However, there is great
reluctance to address this problem be-
cause it is never convenient for some
to pay their bills. It is for this reason
that the United Auto Workers have
testified against any requirement that
their pension plans be better funded,
even though their plans are under-
funded by over $14 billion. They are ab-
solutely opposed to any change in the
funding rules because they are cur-
rently negotiating a new pay and bene-
fit agreement to replace their current
contract, which expires in September
1993. If the past is any indication, we
can expect that these negotiations will
result in additional billions in un-
funded pension promises.

H.R. 298, the Pension Funding Im-
provement Act of 1993 would put a stop
to this abuse. I had hoped that this
measure could have been advanced as
part of this year's budget reconcili-
ation bill. Unfortunately that effort
was thwarted because the administra-
tion opposed taking any action to cor-
rect these pension abuses prior to Sep-
tember 1993. The administration has
assured the subcommittee that it will
propose reform legislation of its own at
that time, and the subcommittee mem-
bers eagerly await that proposal. Of
course, there is a world of difference
between proposing and enacting legis-
lation. In the meantime, the problem
will undoubtedly get worse and the so-
lutions more unpleasant. I personally
am deeply disappointed that we have,
by not including these provisions in
the reconciliation bill, missed what is
perhaps our best opportunity to ad-
dress the problem this year.

Everyone always has a good reason
for waiting until a later day to fund
their pension plans. But if we don't
start making those hard decisions
today we will all be the losers in the
future.

THE HOMAGE VICE PAYS TO
VIRTUE

(Mr. BOEHNER asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr., BOEHNER. Mr. Speaker, a
French philosopher once said, ‘‘Hypoc-
risy is the homage that vice pays to
virtue.”
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This statement came to me as I
learned that the Clinton administra-
tion has requested $7.5 million in addi-
tional funding for the White House
staff.

On February 9, 1993, the President
stated:

Our White House will be leaner but more
effective * * *_ I should point out that this is
one of the few times in this century that any
President has actually shrunk the size of
White House staff.

Well, Mr. Speaker, the truth is the
White House staff has not shrunk.

There are now 527 warm bodies at the
White House compared with 398 in 1992,
an increase of over 100 employees. With
this supplemental appropriation, the
White House staff will expand again by
up to 200 more employees.

The White House has indeed paid
homage to the idea of shrinking its
staff. But it has shown hypocrisy by
not following through on that virtuous
proclamation.

DEFICIT REDUCTION TRUST FUND:
NO GIMMICKS

(Mr. WISE asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. WISE. Mr. Speaker, I want to ap-
plaud the President for endorsing an
idea that many of us have been work-
ing on for over the past year or so, the
deficit reduction trust fund, by which
money from any new taxes raised
would go to deficit reduction.

Now, some, I am interested to see,
some opponents of this, have called
this a gimmick. Now, they are the ones
that gave us the last three Gramm-
Rudman's; they sure worked, didn't
they? They gave us a $4 trillion deficit,
they gave us the lowest economic
growth in anybody’s recent memory,
and they gave us the lowest rate of job
growth. They killed the jobs bill. They
are the opponents. That is why I am
for it.

Now, the cuts in the deficit reduction
package that the President put forward
outnumbered tax increases better than
a 1-to-1 ratio. The important thing
here, though, is that Americans are
being asked for shared sacrifice—and
the message that I get at town meet-
ings is, ‘‘Bob, we want to do our share.
We want to make sure everyone is in-
volved, and we want to make sure that
there is true deficit reduction.”

Well, with the deficit reduction trust
fund, that keeps the trust with the
American people, says that there is
true deficit reduction and that you are
sharing and you are seeing a result.

———
TRIBUTE TO JOHN JORDAN AND

MEMBERS OF THE CLARK, NJ,
VOLUNTEER FIRE DEPARTMENT

(Mr. FRANKS of New Jersey asked
and was given permission to address
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the House for 1 minute and to revise
and extend his remarks.)

Mr. FRANKS of New Jersey. Mr.
Speaker, today I recognize the actions
of John Jordan, from Rhode Island, and
the members of the Clark, NJ, Volun-
teer Fire Department. For the last
month, John Jordan has been risking
his life in Sarajevo, responding to fires
caused by Serbian shelling. The fires
light up the scene, making the fire-
fighters prime targets for the Serbian
snipers and mortar shells. To date, a
dozen firefighters have been Killed in
the line of duty.

These Sarajevo firefighters lack al-
most everything they need, and yet
they continue. The Clark, NJ, Volun-
teer Fire Department, recognizing
their need, has agreed to donate their
retired fire pumper to the firemen's
brigade of Sarajevo. The engine began
the long trip to Sarajevo last night,
when it was transported to upstate
New York for renovation.

Mr. Speaker, the 14,000 citizens of
Clark, NJ, are exhibiting what is best
about this country. Within the next
couple of weeks, engine No. 4, painted
in red with Clark, NJ in gold, will be
helping to protect life and property in
the war-torn streets of Sarajevo.

PRESIDENT CLINTON HAS BEGUN
OUR ECONOMIC CLIMB BACK UP

(Mr. VISCLOSKY asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. VISCLOSKY. Mr. Speaker, dur-
ing the past 12 years Republican Presi-
dents Reagan and Bush bulldozed this
Nation into a $4 trillion hole of debt.
What we found at the bottom of this
pit of debt was unemployment, failing
schools, crumbling roads and bridges.

President Clinton was elected to
change the practices of the past two
administrations and began our eco-
nomic climb back. That is what he is
doing.

The Clinton economic plan reduced
the deficit by over $500 billion, makes
over 200 specific spending cuts, and in-
vests in job creation. He also assures
that we have investments for our Na-
tion’s future and, yes, he does raise
revenue. But the revenue measures are
fair and balanced in their approach.

For example, during the 1950's, the
1960's, during the height of our postwar
economic growth, corporate taxes rep-
resented 4.4 percent of GDP. They have
fallen to 1.7 percent.

In light of this, the President has
proposed a modest rate increase for
corporate America that will raise be-
tween 85 billion to $6 billion annually,
a reasonable proposal to make the tax
system of our country fairer for the av-
erage working families and to reduce
the burden on our grandchildren.
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CORRESPONDING WITH THE
PRESIDENT

(Ms. PRYCE of Ohio asked and was
given permission to address the House
for 1 minute and to revise and extend
her remarks.)

Ms. PRYCE of Ohio. Mr. Speaker, re-
member when Bill Clinton said:

We in government cannot ask the Amer-
ican people to change if we will not do the
same,

He made this pitch as he announced
his plan to cut the White House staff
by 25 percent. Clinton started that
process by firing 20 employees of the
White House correspondence unit, the
group that responds to letters from
constituents. 5

Well, according to the administra-
tion's supplemental appropriation re-
quest, the President has received a lot
of mail.

In this funding request, the Pregident
asked for more than $1 million to be
used by the correspondence unit, prob-
ably to hire the 20 previously fired em-
ployees.

Instead of hiring more people to an-
swer his mail for him, the President
should read some of it for himself.

Then he will understand that the
American people want some real
change from the White House, not
empty promises of phony budget cuts.

0 1010

IN SUPPORT OF SINGLE-PAYER
HEALTH CARE SYSTEM

(Mr. OLVER asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. OLVER. Mr. Speaker, the word is
out. A single-payer system of health
care is popular with Americans and it
is the real solution to health care cost
containment.

The Congressional Budget Office has
confirmed that adopting the single-
payer system could cover everyone and
still save $14.2 billion.

I want to share with you a letter
from a neighbor in Massachusetts—but
he could easily be any of your neigh-
bors.

He tells me both his sister and
daughter are suffering from cancer. His
sister did not have insurance and could
not afford the doctor when she discov-
ered a lump in her breast. And now his
daughter cannot afford the procedure
to cure her cervical cancer. I can think
of no better reason to reform our
health care system than these two peo-
ple who may not live because they can-
not afford basic health care.

Eighty percent of the thousands who
attended my health care forums raised
their hands and voted for a single-
payer system. They want to stop the
exploding cost of health care and pro-
vide health security for every Amer-
ican citizen. So do I, and that is why I
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urge my colleagues to support a single-
payer system.

DEMOCRATS AND ADMINISTRA-
TION NEED TO GET THE BIG PIC-
TURE

(Mr. SAM JOHNSON of Texas asked
and was given permission to address
the House for 1 minute and to revise
and extend his remarks.)

Mr. SAM JOHNSON of Texas. Mr.
Speaker, the Clinton administration
thinks big is better. We have got big
Government, big spending, big regula-
tions, and soon, we will have really big
taxes. In this big bureaucracy, what is
small business going to do?

Each year, Government regulations
cost this country over $400 billion big
ones. Small businesses alone spend 1
billion hours and $100 billion just com-
pleting Government paperwork.

You know, on the campaign trail, the
Democrat in the White House pledged
to help small businesses. But since
January, the only relief that he has of-
fered is more than 27,000 pages of new
regulations.

The administration and the Demo-
crats in Congress need to get the big
picture. If we do not reduce Govern-
ment, reduce spending, and reduce reg-
ulations, small businesses and the
whole Nation will be in big trouble.

Americans still do not want, do not
need, and do not deserve more taxes
and bigger Government.

DEFICIT REDUCTION TRUST FUND
IS NO GIMMICK

(Ms. HARMAN asked and was given
permission to address the House for 1
minute and to revise and extend her re-
marks.)

Ms. HARMAN. Mr. Speaker, as one of
the five original architects of the defi-
cit reduction trust fund in the House, I
am delighted that the President has de-
cided to make our plan one of his
major budget proposals.

This plan is no gimmick. This deficit
reduction trust fund represents a guar-
antee to our constituents that our col-
lective sacrifices will not be in vain.

It makes clear that all revenues
raised under the budget proposal are
for deficit reduction, and any new
spending is matched by spending cuts.
We need a pay-as-you-go system for
Government so that we can balance our
checkbook at last.

For the past 12 years, our Govern-
ment has run on the philosophy of
spend now, and worry about the bill
later. This deficit reduction trust fund
is an attempt to shift that mindset. It
is a formula to pay our bills when the
debt is incurred, and to pay down our
deficit now so that our children and
their children will not be burdened
with this generation’s spending.

I commend the President for this
bold step, I urge this House, both
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Democrats and Republicans, to unify
behind his plan to end our addiction to
deficit spending.

LISTEN TO PRESIDENT, BUT
WATCH WHAT HE DOES

(Mr. LIVINGSTON asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. LIVINGSTON. Mr. Speaker, with
a flurry of publicity, the White House
took great pride in announcing a 25-
percent cut in White House staffs a
couple months ago. Now we see a sup-
plemental appropriations bill going
through the Congress which will result
in a new increase of almost 10 percent
in the total money available to the
White House for administration. That
is over and above last year's appropria-
tion level, by the way.

Mr. Speaker, this is just one more ex-
ample of why the American people
would be well-advised to listen to the
President's speeches, but also to watch
and see what he actually does.

RIGHT TRACK
REDUCTION

PRESIDENT IS ON
WITH DEFICIT
TRUST FUND

(Mr. MAZZOLI asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. MAZZOLI. Mr. Speaker, on Feb-
ruary 17 on the rostrum just behind
me, the President of the United States
speaking to Congress and to the Nation
indicated how important deficit reduc-
tion was for the economic health and
future of our country. He indicated
then that deficit reductions would
lower the interest rates, create capital,
create jobs, and grow the economy.

Yesterday the President took that
message another step by indicating his
desire to have created a trust fund into
which would go for deficit reduction
alone the net gain in tax increases and
the net gain in spending reductions.

I salute the President, Mr. Speaker,
on having made this very strong state-
ment in behalf of a lower deficit and in
behalf of a stronger economy.

Several of us on the Hill have sent
letters to the President recently en-
couraging him in this direction, saying
that we would support him in legisla-
tive efforts to accomplish that creation
of a trust fund.

Once again I think the President is
definitely on the right track. Reduce
the deficits and we improve the econ-
omy.

LOOK AT PERFORMANCE, NOT
GIMMICKRY

(Mr. THOMAS of Wyoming asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

May 13, 1993

Mr. THOMAS of Wyoming. Mr.
Speaker, it is getting harder and hard-
er in this town to have any confidence
in what is being said. Indeed, it is hard-
er and harder to even understand what
is being said.

First we heard we are going to have
a focus on the economy. It turns out
rather than a laser beam, it was more
like a strobe light.

Then we heard we are going to reduce
taxes on the middle class. Now we
know that a Btu tax will extend those
taxes down to poverty levels for fami-
lies.

We were told we were going to reduce
the cost of the staff in the White
House. Now we know there is an addi-
tional request for appropriations to
staff the White House.

So today we hear a new example of
gimmickry, that is the trust fund to
reduce the deficit.

My friends, the only way to reduce
the deficit is to reduce spending. You
can have all the new taxes you choose
over here in the trust fund. As long as
the other side of the equation goes up
faster, you have not achieved anything.

We have a way to check that. You
can check that by the debt, by the way
the debt grows. So let us not talk
about gimmickry. Let us take a look
at performance and make some
changes. Reform is by taking a look at
the growth of the debt. Gimmickry will
not help it.

DEFICIT REDUCTION TRUST FUND
MAKES SENSE

(Mr. EDWARDS of Texas asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. EDWARDS of Texas. Mr. Speak-
er, I want to applaud President Clinton
for proposing a deficit reduction trust
fund. This fund will insure that new
taxes will go to reducing the Federal
deficit. It insures that new taxes will
not be spent on pork barrel or new
spending programs.

This is a commonsense idea. Even
those who oppose new taxes should sup-
port this idea, that is if we are to have
new taxes let us not waste that money.
Let us spend it on deficit reduction.

Nothing in this plan prevents Con-
gress from passing additional spending
cuts.

Mr. Speaker, some Members of Con-
gress have called this reduction plan a
gimmick. I hope the American people
will remember that many of these crit-
ics are the architects of our $4 trillion
national debt. To give credibility to
their criticism of this reduction plan is
like listening to Al Capone on law en-
forcement or Bonnie and Clyde on
banking regulations.

Mr. Speaker, the deficit reduction
trust fund plan makes sense and de-
serves our support.
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AN EMPTY PROMISE

(Mr. SMITH of Texas asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. SMITH of Texas. Mr. Speaker,
President Clinton now has proposed
putting taxes into a trust to reduce the
Federal deficit.

This, from the same person who
promised Americans a tax cut, no en-
ergy tax, and that he would not tamper
with Social Security.

Actually, this latest proposal is an
improvement. Mr. Clinton has gone
from broken promises to an empty
promise.

This so-called trust fund will not cut
spending one dollar, it will not reduce
the deficit one dollar, and it will not
put one more doHar into the pockets of
Americans.

What it does do is remind us we have
two deficits—the financial deficit and
the trust deficit.

The financial deficit will be solved
when we cut spending and cut taxes—
not increase them.

The trust deficit will be solved when
we elect more fiscally responsible
Members of Congress and when Mr,
Clinton remembers to keep the prom-
ises he made to the American people.

President Clinton should remember
Abraham Lincoln’s advice:

It is true that you may fool all of the peo-
ple some of the time; you can even fool some
of the people all the time, but you can't fool
all of the people all of the time.
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CHANGE, NOT CHANCE

(Mr. CLYBURN asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. CLYBURN. Mr. Speaker, we have
seen what a few wily apostates can do
to this Nation's people when they opt
to place politics above principles.

Most of our friends on the other side
would have the American public be-
lieve that chances are the voodoo eco-
nomics of the Reagan-Bush years will
soon yield some positive results.

Mr. Speaker, last November a major-
ity of America voted for change, not
chance.

We cannot leave it to chance that
this Nation's economy will heal itself
and the deficit will reduce itself.

We cannot leave to chance jobs and
educational opportunities for Ameri-
ca's people.

We cannot leave it to chance that our
children will become healthy, well-ad-
justed adults prepared for tomorrow's
challenges if we do not make some fun-
damental changes today.

We must stop the pillaging of this
Nation's households and restore dig-
nity and respect to America's families.

It is time to support President Clin-
ton's plan for economic growth and
fundamental change.
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CONNECTICUT CELEBRATING TAX
FREEDOM DAY ON MAY 14—THIS
YEAR

(Mr. FRANKS of Connecticut asked
and was given permission to address
the House for 1 minute and to revise
and extend his remarks.)

Mr. FRANKS of Connecticut. Mr.
Speaker, I want to take this oppor-
tunity to commemorate Friday, May
14, as Tax Freedom Day in my home
State of Connecticut.

According to the Tax Foundation Re-
search Group, Mr. Speaker, the average
American spends the first 123 days
working to pay their Federal, State,
and local taxes. In Connecticut we need
to work an extra 11 days before we can
have enough to pay off our tax burden.
Thanks to the Connecticut Legislature,
Connecticut's workers toil for the gov-
ernment almost a month longer than
the workers of South Dakota. Only two
States in the country have the dubious
distinction of celebrating Tax Freedom
Day on a later date than Connecticut.

Unfortunately, Mr. Speaker, if the
President's proposed tax increases are
enacted, we will all be celebrating Tax
Freedom Day even later next year, and
I doubt that those extra days of work-
ing for the government will prove
worthwhile.

MILITARY BAN ON GAY MEN AND
LESBIANS

(Mr. NADLER asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. NADLER. Mr. Speaker, hearings
in the other body on Tuesday featured
the drama of testimony by Marine Col.
Fred Peck opposing the President's
plan to end antigay discrimination in
the military while revealing that his
own son is gay. It is not a question of
prejudice, Colonel Peck assured the
Nation: it is just that gay men and les-
bians are not suited for military serv-
ice.

Sometimes, however, people tell
more about themselves than they mean
to. So it was with Colonel Peck. In dis-
cussing his son, Colonel Peck made a
remarkable statement, and I quote:

If he walked into a recruiter's office, he
would be a dream come true—6-1, blue-eyed,
blond hair.

Blue-eyed. Blond hair. What is it, in
Colonel Peck's value system, that
makes such coloring the ideal—a
dream come true—for military service?
Hair color? Eye color? What kinds of
standards are those for fitness for mili-
tary service? Quite unintentionally,
Colonel Peck made it abundantly clear
how narrow a view he takes of the ideal
qualities for a soldier. It is hard to be-
lieve that the chairman of the Joint
Chiefs of Staff, Gen. Colin Powell,
would agree.
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TAX PROPOSALS AND BUDGETARY
GIMMICKRY

(Mr. LAZIO asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. LAZIO. Mr. Speaker, we know
the President's tax proposals are in
trouble when he has to resort to old-
fashioned smoke and mirrors in order
to rescue them.

The Clinton administration has gone
to great lengths to promise no more ac-
counting tricks. It has taken barely 100
days for this promise to be jettisoned.

The President is now proposing a
trust fund to house the tax increases
earmarked for deficit reduction. This is
nothing less than budgetary legerde-
main. All revenues are fungible. How
they are accounted for is irrelevant in-
sofar as economic impact is concerned,
but obviously, Mr. Clinton believes it
plays well politically.

But accounting gimmicks cannot
change the fiscal fundamentals, and
the bottom line fundamental is how
much the Government must borrow. No
matter how the accounts are jiggled or
rearranged or reconstructed, the
amount the Government must borrow
in any given year is the only deficit
that counts. The markets know this
and so do the American people.

This political ploy is nothing less
than a disingenuous attempt to create
credibility that has gone away. Our
deficit problem is too important and
too serious for phoney budgeting.

SUPPORT THE DEFICIT
REDUCTION TRUST FUND

(Mr. SCHUMER asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. SCHUMER. Mr. Speaker, yester-
day the President proposed a deficit re-
duction trust fund, and it did not take
more than a minute for the other side
to knock it.

Mr. Speaker, what are they afraid of?
At the very least it is not going to do
any harm, and it certainly, in the
words of an economist, can do a lot of
good.

I will tell my colleagues what the
other party is afraid of: Very simply,
under 12 years of their watch the defi-
cit climbed. The thing that makes the
other party quake in their boots is the
fact that the deficit may actually be
reduced under, of all people, Demo-
crats. And the deficit reduction trust
fund that the President has proposed,
while not affecting future taxes and
not affecting future cuts, says that ev-
eryone of us, Democrat, Republican,
liberal, conservative, House, Senate,
White House, Congress, we must put
our money where our mouth is.

Yes, we are voting these painful cuts
and taxes, my colleagues, but, yes, we
are guaranteeing to the public that
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those taxes and those cuts go to deficit
reduction and not pork.

I urge my colleagues to support the
deficit reduction trust fund, especially
those on the other side of the aisle. It
is the kind of thing they have been ad-
vocating for a long time.

| —————
PRESIDENT CLINTON'S EM-
PLOYER-MANDATED HEALTH
PLAN

(Mr. RAMSTAD asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. RAMSTAD. Mr. Speaker, the
Clinton administration floated another
health care trial balloon yesterday.

They want to require employers to
provide health coverage—by spending a
fixed percentage of payroll—for all
their workers.

This pay or play plan would literally
signal doom for many of America's
small businesses and the millions of
workers they employ.

The Joint Economic Committee esti-
mates that at least 710,000 jobs would
be lost in the first year alone.

The administration also said employ-
ers would be required to spend 7 or 8
percent of their payroll on health care.

So even if a company can provide ex-
cellent coverage for its employees for
6.5 percent of its payroll, the Clinton
administration’s spending floor will
force it to spend even more.

Why does this administration believe
government knows better what's good
for small businesses than business own-
ers do?

Mr. Speaker, let's not adopt a health
care plan that destroys more jobs.

Say no to this payroll tax. Say no to
pay or play.

ONCE AGAIN PRESIDENT CLINTON
DEMONSTRATES HIS COMMIT-
MENT TO REDUCING THE DEFI-
CIT

(Mr. RICHARDSON asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. RICHARDSON. Mr. Speaker,
once again President Clinton has dem-
onstrated his commitment to reducing
the deficit. First, Mr. Speaker, he pro-
posed a $500 billion deficit reduction
package. It was serious, no smoke and
mirrors. Second, he strongly backed a
modified line item veto, and now he
has proposed a deficit reduction trust
fund to demonstrate that new taxes
and spending cuts go into deficit reduc-
tion.

Mr. Speaker, this is not a gimmick,
this is serious, this is what the public
wants, and the reason he is doing it is
the American public does not believe
that the executive branch and the Con-
gress are really going to put this
money that they get from taxes and
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spending cuts into deficit reduction.
Mr. Speaker, the amounts in this fund
are going to be permanently set aside
and cannot be used for other purposes.

Once again, Mr. Speaker, the Presi-
dent has stolen his critics’ thunder,
and he is putting his money where his
mouth is, into deficit reduction, into a
trust fund that reduces the deficit and
does not go to any other purposes.
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REINTRODUCTION OF CHILD
WELFARE SERVICES REFORM ACT

(Mr. WELDON asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. WELDON. Mr. Speaker, many of
us were shocked last week by the story
of 2-year-old Donnell Robinson.
Donnell passed away late last Tuesday
night at Fairfax Hospital due to brain
injuries allegedly inflicted by his
mother's boyfriend. Many of us were
similarly shocked last July when a 6-
yvear-old boy in Baltimore was alleg-
edly abused and starved by his grand-
mother. The boy's weight was half that
of an average child his age and he had
a broken arm that had not been set.
Unfortunately, these tragedies are not
isolated incidents. Events like these
happen every day.

Unfortunately, our Federal Child
Welfare Services Program does not
offer the kind of assistance that State
and local governments need. Federal
child welfare services did not allow
Federal funds to be used for counseling.
In the past month, Donnell and his
family had been visited by the local so-
cial services agency after a babysitter
had noticed bruises on the boy's face,
back, and buttocks. The social worker
had the boyfriend sign an agreement in
which he promised to get counseling
and guaranteed to never be alone with
the boy. Obviously, this did not work.
Would it not make sense if Fairfax
County had been permitted to use Fed-
eral funds to conduct follow-up visits
on the condition of Donnell Robinson
rather than having the boyfriend sign a
bogus agreement?

In addition to not allowing counsel-
ing, our current system reimburses
States through six different aundits.
This has created an enormous bureauc-
racy which has caused administrative
costs to rise 1,000 percent since 1981.
Our social workers are spending their
time filling out forms rather than help-
ing kids.

It is time for Congress to act upon
the campaign buzz words of change and
reinventing government. For that rea-
son, Congressman ROB ANDREWS and I
are, today, reintroducing the Child
Welfare Services Reform Act. This bi-
partisan legislation greatly reduces the
overwhelming red tape, and gives
States the flexibility to best serve chil-
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dren. States will be able to focus on
counseling and expanding family pres-
ervation programs, without adding to
our Federal deficit. Instead, the bill
locks into the current CBO 5-year
budget projections, providing States
flexibility with $8 billion in slated Fed-
eral funds over the next 5 years. We
must act to prevent such incidents as
the tragedy of Donnell Robinson, and
we need to have our colleagues cospon-
sor the Child Welfare Services Reform
Act to reform the way we serve our
kids in America.

A SINGLE-PAYER HEALTH CARE
SYSTEM

(Ms. WOOLSEY asked and was given
permission to address the House for 1
minute and to revise and extend her re-
marks.)

Ms. WOOLSEY. Mr. Speaker, I want
to call to the attention of my col-
leagues a recent Congressional Budget
Office study conforming that a single-
payer health care system will save
money.

The CBO concluded that if a single-
payer system, with a copayment and
deductible, had been in effect in 1991,
$14.2 billion would have been cut from
America's health care costs that year.

That is 5 percent of the deficit.

Virtually all other health care re-
form options come with increased na-
tional health care costs.

Only a single-payer plan does all four
of these things:

First, provides health coverage to ev-
eryone. |

Second, provides high quality bene-
fits and delivers them through a sys-
tem that is easily understood.

Third, cuts costs by eliminating bil-
lions of dollars in administrative waste
and duplication and putting in place
real and enforceable cost controls.

Fourth, allows for choice of doctor.

I urge my colleagues on both sides of
the aisle to review the CBO report and
to join the other 73 Members who are
cosponsors of H.R. 1200, the National
Health Security Act, Representative
MCDERMOTT's single-payer plan.

IT'S PRESIDENT CLINTON THAT
NEEDS A TRUST FUND

(Mr. LINDER asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. LINDER. Mr. Speaker, yesterday
President Clinton announced the cre-
ation of a trust fund into which all his
new tax money will be put. Of course,
it won't lower taxes, it won't lower
spending and it therefore won't lower
the deficit. Yet somehow this new gim-
mick is supposed to restore the Amer-
ican people's faith.

Mr. Speaker, it is not the Federal
Government that needs another budget
gimmick. It is President Clinton that
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needs a new trust fund. He needs it be-
cause in just over 100 days he has used
up all the trust the American people
had in this administration. He has used
it up because he has broken every
promise he has made and he has tried
to fix each broken promise by making
two more.

A classic example is his statement a
few months ago that he would reduce
White House staff. Just an hour ago the
White House was before the appropria-
tions committee asking for money to
restore those people. Instead of cutting
staff they are growing staff: their tar-
get was 408; in March the level was 512;
today the number is 527 and now they
have the nerve to ask Congress for 100
to 200 additional positions.

The trust fund gimmick is perhaps
the only promise Clinton won't break
because it was never intended to do
anything in the first place.

—————
FOCUS ON TRUST DEFICIT

(Mr. BACHUS of Alabama asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. BACHUS of Alabama. Mr. Speak-
er, President Clinton must finally be
starting to realize just how bad his tax-
and-spend economic plan looks, when
you clear away all the flowery rhetoric
and doublespeak.

Yesterday he announced a trust fund
for deficit reduction, in an attempt to
reassure the American people that all
his new tax increases really will be
used to lower the Federal deficit, and
not just go for new spending.

Unfortunately for President Clinton,
even his fellow Democrats have recog-
nized this for what it is—just a gim-
mick that doesn’t change existing law
or anything else. In fact, it’s just one
more rhetorical patch on the leaky
hull of a sinking economic plan.

The American people are not fooled.
They have sat at home and watched
the President break almost all of his
major promises for the past 5 months.
Why on Earth should anyone believe
him now?

Mr. Clinton would do better to focus
on his own trust deficit and start mak-
ing his actions look a little more like
his words.

As far as the budget deficit goes, we
will just have to wait and see. Trust
fund or not, Mr. Clinton's best-case
scenario still calls for adding more
than a trillion dollars to the Federal
debt.

It will take more than a gimmick to
change that.

e

OUTSTANDING BUSINESS LEADERS
FROM HAGERSTOWN

(Mr. BARTLETT of Maryland asked
and was given permission to address
the House for 1 minute and to revise
and extend his remarks.)
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Mr. BARTLETT of Maryland. Mr.
Speaker, with creativity, initiative and
faith in our system, small business en-
trepreneurs are the backbone of our
economy. Appropriately, the Small
Business Administration annually rec-
ognizes small business leaders and ad-
vocates who consistently pioneer new
ideas and encourage growth, develop-
ment and job creation.

Tomorrow, the Small Business Ad-
ministration will honor two outstand-
ing allies of small business from Ha-
gerstown, MD, Terry Randall is being
recognized as the Small Business Ad-
ministration’s Financial Services Ad-
vocate of the Year, For more than 20
years, Terry and his associates have
been providing sound financial assist-
ance to promising small businesses and
innovative individuals wishing to con-
tribute to the success of the free mar-
ket system. David Elliott, manager of
the enterprising “The Business Spirit’
in Hagerstown has been named SBA's
Media Advocate of the Year in Mary-
land for his energetic, skilled and mo-
tivating promotion of small business
development and expansion in Western
Maryland.

Mr. Speaker, I am extremely proud
to extend my personal congratulations
to Terry Randall and David Elliott and
wish them continued success in their
businesses. They are outstanding lead-
ers in the Hagerstown community and
are a fine example to other small busi-
ness owners throughout the Nation.

CLINTON'S DEFICIT TRUST FUND
TERMED A SHAM, NOT A GIMMICK

(Mr. HOKE asked and was given per-
mission to address the House for 1
minute, and to revise and extend his
remarks.)

Mr. HOKE. Mr. Speaker, I find myself
in the unusual situation this morning
of having to disagree with my friends
who have spoken before me on this side
who claim this is a gimmick and agree-
ing with my friends on the other side of
the aisle who say it is not a gimmick.
It is not a gimmick. It clearly is not a
gimmick; it is a sham.

It is a complete sham that is per-
petrated on the American people to
call this a trust fund. What are we
going to do with this money, create an-
other class, a new class of debt?

What is really disturbing about this
is that this is so silly a proposal that it
calls into question the seriousness of
the administration proposing it. Either
the President simply does not under-
stand the fundamental budget process,
and you cannot squeeze blood out of a
turnip that does not exist, or he thinks
that the American people are so stupid
that they will not see through this. Ei-
ther way, it clearly undermines the
credibility of the administration, and
it is one more trial balloon that I pre-
dict will come crashing down to Earth.
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HUNGARY WANTS DEMOCRACY,
BUT WHO PAYS FOR IT?

(Mr. TRAFICANT asked and was
given permission to address the House
for 1 minute, and to revise and extend
his remarks.)

Mr. TRAFICANT. Mr. Speaker,
America wants to promote democracy
in Hungary so bad that Hungary needed
someone to run their state-holding
company—a private company owned by
the Hungarian Government—but they
did not have the money, so Uncle Sam
will provide $100,000 a year to pay the
salary of Mr. Taleki to run a private
holding company in Hungary to try to
get their economy and their Nation in
order.

I oppose this. What has happened to
the common sense of America? While
we are promoting democracy abroad
with money we do not have, we have
25,000 murders and millions of kids
graduating who cannot read.

If there is going to be democracy in
Hungary, the Hungarians are going to
have to pay for democracy, not the
American taxpayers. I oppose it.

Mr. Speaker, I will be sending a let-
ter to the State Department and to our
President asking him to stop this busi-
ness.

NATIONAL COMPETITIVENESS ACT
OF 1993

The SPEAKER pro tempore (Mr.
MazzoLl). Pursuant to House Resolu-
tion 164 and rule XXIII, the Chair de-
clares the House in the Committee of
the Whole House on the State of the
Union for the further consideration of
the bill, H.R. 820. }
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IN THE COMMITTEE OF THE WHOLE

Accordingly, the House resolved it-
self into the Committee of the Whole
House on the State of the Union for the
further consideration of the bill (H.R.
820) to amend the Stevenson-Wydler
Technology Innovation Act of 1980 to
enhance manufacturing technology de-
velopment and transfer, to authorize
appropriations for the Technology Ad-
ministration of the Department of
Commerce, including the National In-
stitute of Standards and Technology,
and for other purposes, with Mr. OBEY
(Chairman pro tempore) in the chair.

The Clerk read the title of the bill.

The CHAIRMAN pro tempore. When
the Committee of the Whole House rose
on Wednesday, May 12, 1993, title III
was open for amendment at any point.

Are there further amendments to
title III?

AMENDMENT OFFERED BY MR. WALKER

Mr. WALKER. Mr. Chairman, I offer
an amendment.

The Clerk read as follows:

Amendment offered by Mr. WALKER: Page
62, line 11, insert ‘“‘The Secretary shall en-
sure that loans and loan guarantees made
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available under this subtitle are made to
business concerns which are at least 51 per-
cent owned or controlled by middle-class
Americans. Middle-class Americans are de-
fined as those individuals whose Adjusted
Gross Income for Federal income tax pur-
poses for the previous year was between
$15,000 and $85,000." after “including
women).".

Mr. WALKER. Mr. Chairman, it is
disappointing that this bill has become
a vehicle for establishing social policy.
It was a bill that started off as a com-
petitiveness bill dealing with questions
of economic concern, but we have in
fact now decided that we are going to
make this bill into a social policy bill.

We have adopted set-asides for
women and minorities. We have di-
rected the Secretary to identify eco-
nomically depressed areas so they can
be given special treatment. We are
making government once again a bank-
er of last resort in this bill.

We are doing all of these things in
the bill in the name of competitive-
ness, for which we are asking the
American taxpayer to pay, and for
which he is likely to get very little in
return.

Now, the one thing that we hear con-
stantly from the American people is
then, “Why aren't we ever taken into
account?”’

Well, this amendment takes them
into account. This amendment says
that if we are going to use this bill as
a vehicle for social policy, then let us
assure that the middle class is capable
of getting some of the loans under this
program. Let us for once designate
them specifically. Let us not just have
designations for all of the groups out
across the country that have special
interest concern. Let us for once say
that the middle class deserves some
consideration.

Mr. Chairman, it is clear the Amer-
ican people do not believe that Govern-
ment pays any attention to them. The
American people do not trust us. They
do not think we look out for their in-
terest. They believe they have to pay
all the bills and they get shafted.

Well, here is an opportunity in this
bill, since we decided to make it into a
social policy bill, to say okay, middle
class America, you too are eligible for
these loans.

Ross Perot’s pollster back in the 1992
campaign interviewed people about
their reasons for voting for Mr. Perot.
Their answers ought to be a signal to
us. Congress was repeatedly singled out
as a broken institution. Some of the re-
sponses from the people were “‘Con-
gress panders to special interest,” and,
“They all link arms and hook up with
the special interests."”” The people said
over and over again, ‘““They are always
shafting the middle class.”

Well, middle class America deserves
some attention. Since we have decided
we are going to categorize people in
this bill and we are going to do set-
asides, all this amendment says is mid-

CONGRESSIONAL RECORD—HOUSE

dle class America ought to also get the
appropriate kind of treatment. So this
amendment, if adopted would say to
the Secretary, ‘“Your loans should go
to middle class America as well as ev-
erybody else that is designated in the
bill.”

Mr. Chairman, I think it is a com-
monsense amendment. It is the kind of
thing we ought to have been doing for
a long time, and I would ask my col-
leagues to adopt the amendment aimed
at giving middle class America equi-
table treatment under the loan provi-
sions of the bill.

Mr, VALENTINE. Mr. Chairman, I
rise in opposition to the amendment.

Mr. Chairman, the 10 percent minor-
ity participation goal set out in the
bill as adopted by the Committee on
Science, Space, and Technology is a
measure intended to redress decades of
well-documented discrimination
against racial and ethnic minorities
and women in the credit market and
other areas which have excluded mi-
norities and women from business op-
portunities.

We have settled the guestion as to
whether or not this part of the bill is in
any way a quota measure.

We have settled that yesterday.
There was never any question about it,
but any possible suggestion has been
laid to rest forever.

The introduction of this measure
into the legislation in the first place
was in our opinion the gentlest effort
to suggest to those who administer the
program and to draw to their attention
these certain preexisting or existing
problems.

Mr. Chairman, this language has
been adopted in numerous laws and
supported by the past administration
and the one before that, and basically
represents the policy of the U.S. Gov-
ernment and the governments of most
of the States in this Union, particu-
larly with respect to procurement and
business assistance programs like the
small business programs.

There is absolutely no evidence to
suggest that middle-class individuals
have been systematically excluded
from business opportunities because of
their status as middle-class individ-
nals. As a matter of fact, I might sug-
gest to the gentleman from Pennsylva-
nia [Mr. WALKER] that the whole rea-
son for this legislation was to provide
opportunities for middle-class Ameri-
cans, middle class American business
people, to be able to compete with the
industrial and technological giants in
the United States. The IBM's can take
care of themselves. We tried to create a
vehicle here that will enable middle-
class Americans to get part of the ac-
tion in the development of technology.

Indeed, to the contrary, as I have
stated, the bill is aimed at assisting
the middle class, as I have said. There-
fore, there is, Mr. Chairman, in our
opinion absolutely no reason to create
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a set-aside goal for the middle class,
since they have not been victims, and,
since as I stated, the legislation was
created for the middle class.

The Walker amendment, so-called
middle-class amendment set-aside, in
our opinion demeans, demeans, the
well-established policy to bring minori-
ties and women into the economic
mainstream and should be strenuously
opposed. And I ask my colleagues to
again support the committee in oppos-
ing Mr. WALKER's demeaning amend-
ment.

Mr. WALKER. Mr. Chairman, I de-
mand the words be taken down.

The CHAIRMAN pro tempore. The
Clerk will report the words objected to
by the gentleman from Pennsylvania
[Mr. WALKER].
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POINT OF ORDER

Mr. TRAFICANT. Mr. Chairman, I
rise to a point of order.

The CHAIRMAN. The gentleman will
state his point of order.

Mr. TRAFICANT. Mr. Chairman,
would it be possible for the House to
conduct its business while all of this
machination is going on behind the
scenes and then when the Chairman
finds the answer, to bring it forward?

The CHAIRMAN pro tempore (Mr.
OBEY). No, this must be disposed of
first. The Clerk is ready to report the
words to which the gentleman from
Pennsylvania objected.

The Clerk read as follows:

The Walker amendment, so-called middle-
class amendment set-aside, in our opinion,
demeans, demeans the well-established pol-
icy to bring minorities and women into the
economic mainstream and should be strenu-
ously opposed. And I ask my colleagues to
again support the committee in opposing Mr.
WALKER's demeaning amendment.

The CHAIRMAN pro tempore. The
Committee will now rise.

Accordingly the Committee rose; and
the Speaker pro tempore [Mr. SHARP]
having assumed the chair, Mr. OBEY,
Chairman pro tempore of the Commit-
tee of the Whole House on the State of
the Union, reported that that Commit-
tee having had under consideration the
bill (H.R. 820) to amend the Stevenson-
Wydler Technology Innovation Act of
1980 to enhance manufacturing tech-
nology development and transfer, to
authorize appropriations for the Tech-
nology Administration of the Depart-
ment of Commerce, including the Na-
tional Institute of Standards and Tech-
nology, and for other purposes, certain
words used in debate were objected to
and on request were taken down and
read at the Clerk's desk, and he here-
with reported the same to the House.

The SPEAKER pro tempore (Mr.
SHARP). The Chairman of the Commit-
tee of the Whole House on the State of
the Union reports that during the con-
sideration of the bill, H.R. 820, certain
words used in the debate were objected
and, on request, were taken down and
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read at the Clerk's desk and does now
report the words objected to to the
House of Representatives.

The Clerk will report the words ob-
jected to in the Committee of the
Whole House on the State of the Union.

The Clerk read as follows:

The Walker amendment, so-called middle-
class amendment set-aside, in our opinion,
demeans, demeans the well-established pol-
icy to bring minorities and women into the
economic mainstream and should be strenu-
ously opposed. And I ask my colleagues to
again support the committee in opposing Mr.
WALKER'S demeaning amendment.

The SPEAKER pro tempore (Mr.
SHARP). The Chair rules that the use of
the language ‘‘demeaning’ has, as its
descriptive objective, the amendment
itself and the policy therein and does
not go to the motive or the character
of the individual who is offering the
amendment.

Members may take issue with the de-
scription of the amendment, but it is
certainly, in this instance, not used to
describe the character of the Member
or his motives. The words are not un-
parliamentary.

The Committee will resume its sit-
ting.

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the fur-
ther consideration of the bill, H.R. 820,
with Mr. LANCASTER in the Chair.
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Mr. BECERRA. Mr. Chairman, I
move to strike the last word.

Mr. Chairman, I would just like to
add a few remarks to those made by
the chairman of the subcommittee. I
think that the comments made by the
chairman of the subcommittee were
well taken.

I would also make a few other points.
The set-aside language that was in-
cluded in the committee bill, which
deals with disadvantaged organiza-
tions, goes to the heart of the issue of
diversity within the United States of
America.

What we are trying to do is include
firms using those that are run and op-
erated by minorities and women that
have not had an equal opportunity to
compete for contracts for many, many
years.

The language which spoke of having
the Secretary attempt to assure that
minorities and women or, actually,
those that were economically and so-
cially disadvantaged would have an op-
portunity to compete for approxi-
mately 10 percent of the loans was sole-
ly an amendment that said that the
Secretary should make an effort. It
was not a quota, because it did not re-
quire that any percentage of loans go
to any particular class of individuals.
It just asked the Secretary, it actually
required the Secretary to make every
effort possible to do so.

Now, compare that to the amend-
ment we have before us now. The
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amendment by the gentleman from
Pennsylvania [Mr. WALKER] requires,
does not have as permissive language,
it has as mandatory language that
each and every loan under this pro-
gram go to individuals that are be-
tween $15,000 and $85,000 to the degree
that that individual has a 5l-percent
stake in the company.

If there is no individual in this com-
pany competing for this loan that has
an income, a gross adjusted income of
$15,000 to $85,000, then that individual
cannot compete; $85,001 prohibits one
from qualifying for a loan under this
program.

I do not know if a person is middle
class, if they are $85,000 or below and if
they are $1 above, they are no longer
middle class, but I do know it would be
patently unfair to not be able to com-
pete, period, solely because you do not
have 51 percent of the ownership of the
company, that is, between the income
level of $15,000 and $85,000.

It seems to me that this amendment
goes beyond what the gentleman from
Pennsylvania [Mr. WALKER] is truly
trying to do.

And again, I am not certain what his
motives are, but it seems to me that if
he is truly trying to address the issue
of the middle class, he would not have
made it so strict and rigid, which
means that only those who are within
the income range of $15,000 to $85,000
could qualify.

This is beyond the goal. This is be-
yond the guota, because it is a 100-per-
cent quota for those that are within
the $15,000 to $85,000 income range.

I would also ask at some point that
my colleagues and the gentleman from
Pennsylvania [Mr. WALKER] consider
how the Department of Commerce
would implement this amendment.
How are we going to determine, and let
us read the language, middle-class
Americans are defined as ‘“‘those indi-
viduals whose adjusted gross income
for Federal income tax purposes for the
previous year was between $15,000 and
$85,000.™

How will the Department of Com-
merce, which does not have access to
people’s tax forms, does not have ac-
cess to a business' tax returns, how
would the Department of Commerce
determine if there is a firm or individ-
ual who owns or operates a firm that
has an income level of $15,000 to $85,000
adjusted gross income?

That would require the Department
of Commerce to then seek out the in-
formation from the IRS. It would re-
quire the IRS to thereby be able to pro-
vide all that information to the De-
partment of Commerce, if, in fact, it is
allowed to do so and not prohibited by
confidentiality requirements.
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There is no way in the world that,
under the existing rubric of the Depart-
ment of Commerce, that it could
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achieve the goal in the amendment of
the gentleman from Pennsylvania [Mr.
WALKER]. Again, I think it is an ill-de-
fined amendment. It does not go to the
heart of perhaps what the gentleman
from Pennsylvania is trying to do, and
that is to make sure that the middle-
class has a chance to compete against
those who are wealthier.

I would agree with the gentleman to
that degree if he is trying to make sure
the middle class has an opportunity to
truly compete, that that be allowed,
but I do not see this doing that. All I
see it doing is limiting those that could
truly compete for worthy loans to
those who are between $§15,000 and
$85,000, a very arbitrary limit. I would
ask my colleagues to vote against this
measure.

Mr. SMITH of Michigan. Mr. Chair-
man, I move to strike the requisite
number of words.

Mr. Chairman, it would seem, and I
think my colleagues should consider,
that if we are going to give preferential
treatment, that we cannot be too nar-
row in limiting special groups to whom
we are going to give this special treat-
ment. The amendment that suggests
that we look at middle class America,
who has often been disadvantaged by
legislation, as the very rich can suc-
ceed with their money, where the very
poor and the very outcast are some-
times given that preferential treat-
ment, I support the amendment, be-
cause there is reasonableness to includ-
ing a broader frame of Americans that
are often left out.

Mr. WALKER. Mr.
the gentleman yield?

Mr. SMITH of Michigan. I yield to
the gentleman from Pennsylvania.

Mr. WALKER. Mr. Chairman, the
gentleman, I think, makes an excellent
point. It is fascinating to hear the de-
bate, first of all, to hear that an
amendment designed to protect the
middle class is demeaning. That is ex-
actly what all those folks that were
talked about by Ross Perot were say-
ing out there. They think that Con-
gress regards anything done for the
middle class as being demeaning, and
they are sick and tired of a Congress
that does not understand the kind of
pain they are going through as they
pay the taxes. They are sick and tired
of a Congress that believes that it is
demeaning to include the middle class
in these programs. They are sick and
tired of the fact that every time the
middle class wants something, that it
is demeaning for Congress to consider
something that is middle class in na-
ture.

We heard an argument a minute ago
that says that if a person makes more
than $85,000 they ought to be eligible to
compete for these programs. I will tell
the Members, the problem is that the
people making more than $85,000 get a
chance to go to the banker. They have
assets enough to go to the banker to
get loans.

Chairman, will
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What we ought to be doing is think-
ing about those people who cannot go
in to the banker to get the loans to do
their small startup business. If we are
going to have this loan program, we
ought to be doing something about
that. The $85,000 people are pretty well
off. They are not rich, but they are
pretty well off.

What we have now is the Democrats
arguing that $85,000 a year and up
ought to get these loans, that we ought
not to give special treatment to the
middle class, that in fact we ought not
even make them eligible, that it is de-
meaning to suggest that they are going
to be eligible, that it is demeaning to
offer an amendment on the floor to
suggest that middle-class Americans
ought to be given a chance to compete.

I would suggest that much of middle
class America does not think it is de-
meaning. They think it is exactly the
kind of thing they have been waiting
for, that they are sick and tired of a
Congress that consistently ignores
their wishes, comes to them only when
it is time to pay the bill. Yes, when we
want to raise the biggest tax increase
in history, boy oh boy, at that time we
come to the middle class and say, *‘You
open up your pocketbooks to give us
the money,”” but when it comes to the
question of whether or not they should
be eligible to compete for loans, no, we
want to give those to only people
$85,000 and above. Those are the people
that ought to get these loans, and it is
demeaning to do something else.

I would submit that if the Members
do not think it is demeaning to try to
help the middle class, they may want
to support this amendment.

Mr. SMITH of Michigan. I would say
to the gentleman from Pennsylvania
that his point is well taken. I would
hope that the gentleman who made the
comment that it was demeaning would
consider withdrawing that, because
that is really not part of the debate.

Mr. FINGERHUT. Mr. Chairman,
would the gentleman yield?

Mr. SMITH of Michigan. I am happy
to yield to the gentleman from Ohio.

Mr. FINGERHUT. Mr. Chairman, I
thank the gentleman from Michigan,
and I appreciate the eloquence and ve-
hemence of the gentleman from Penn-
sylvania [Mr. WALKER], but he has
asked us to vote on a specific proposal
here, not about his general sentiments
about the middle class, but rather
about the amendment that is at the
desk.

I wonder if the gentleman would care
to answer some of the concerns that
were raised by my friend, the gen-
tleman from California [Mr. BECERRA].
That is, precisely how we shall imple-
ment, if we vote today for this pro-
posal.

For example, I would ask the gen-
tleman, is it truly the intent here, as
the gentleman from California said, if
we read this amendment, ‘‘The Sec-
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retary shall ensure that loans and loan
guarantees made available," not a per-
centage but all loans, loans guaranteed
under this shall come for individuals
who have adjusted gross income be-
tween $15,000 and $85,0007 Is it the gen-
tleman's intent that no one under
$15,000 nor anyone over $85,000, even by
$1, should be in any way able to par-
ticipate in the benefit of this program
at all, whatsoever? Is that the gentle-
man’s intent?

Mr. WALKER. Mr.
the gentleman yield?

Mr. SMITH of Michigan. I yield to
the gentleman from Pennsylvania, as
the major sponsor.

Mr. WALKER. Mr. Chairman, the in-
tent of the amendment is to make the
middle class eligible. The gentleman
may want to interpret it as including
all loans. I do not see the word ‘‘all”
anywhere in here. That is the gentle-
man'’s interpretation.

The intent of the amendment is to
make middle-class people between
$15,000 and $85,000 eligible for loans in
the program, and if it is needed for me
to say that eligibility is the intention
here, they now have that statement for
the legislative history.

Mr. FINGERHUT. Mr. Chairman, I
move to strike the requisite number of
words.

Mr. Chairman, if I could continue to
ask the gentleman from Pennsylvania
[Mr. WALKER] if he would consider con-
tinuing this dialogue for just a mo-
ment, he suggests that it is my inter-
pretation. I would be happy to yield to
him if he would tell me how else I
should interpret the following lan-
guage: “‘The Secretary shall ensure
that loans and loan guarantees made
available under this subtitle are made
to business concerns which are at least
51 percent owned or controlled by mid-
dle class Americans,” which then has
gone on to be defined as adjusted gross
income between $15,000 and $85,000.

I would ask the gentleman from
Pennsylvania, how else should I inter-
pret the language, other than that if
we were to vote for this amendment,
despite his eloquent statement of in-
tent to the middle class, how else
should I interpret it, other than every
single dollar loaned under this program
must go to someone with an adjusted
gross income between those incomes?

Mr. WALKER. Will the gentleman
yield?

Mr. FINGERHUT. I yield to the gen-
tleman from Pennsylvania.

Mr. WALKER. Mr. Chairman, I thank
the gentleman for yielding.

The gentleman was the one who a few
minutes ago said that the amendment
contained the word “‘all.” It does not
say that. It simply says that the Sec-
retary shall ensure they are made
available to the business concerns that
are middle-class oriented. I am saying
to the gentleman that he can vote
against this if he wants, if he thinks

Chairman, will
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that people $85,000 and above ought to
be the ones getting all of this. If he
thinks the rich in the country ought to
get all these loans, go ahead and vote
against the amendment.

I am saying that I think the middle
class ought to be taken into account,
and that it is a question of eligibility
here. My intent is to make the middle
class eligible.

Mr. FINGERHUT. Reclaiming my
time, Mr. Chairman, I respectfully sug-
gest that the gentleman is making the
argument that he wishes to make, but
is not addressing the specific language
of the amendment that he puts before
us on the table. The language before us
on the table says that the Secretary
shall ensure that the loans and loan
guarantees go to these individuals. The
gentleman wishes to make a general
point. I understand his general point,
but he has asked us to vote for an
amendment that says it shall go to
those people.

If the gentleman would respond to
another question, I would be happy to
yield to him. That is, the gentleman
from California [Mr. BECERRA] also
raised, I think, what is a very impor-
tant point, and that is, if we wish to
vote for this amendment, if we share
the gentleman's sentiments with re-
spect to the individuals who have in-
comes between $15,000 and $85,000, and
this is a program to be administered by
the Secretary of Commerce, how does
the gentleman believe, short of having
every individual submit their income
tax returns to the Secretary of Com-
merce for his perusal, how does the
gentleman intend that the Secretary of
Commerce will implement this section,
should we all share his sentiment and
choose to vote for it?

Mr. WALKER. Will the gentleman
yield?

Mr. FINGERHUT. I yield to the gen-
tleman from Pennsylvania.

Mr. WALKER. Mr. Chairman, I as-
sume that the people who are applying
for the program will assure that they
have established the eligibility require-
ments. That is what we do in all other
programs. I assume that when they
submit their application, that there
will be a way of providing the informa-
tion necessary to assure that they
meet the eligibility requirements.

Mr. FINGERHUT. Mr. Chairman, re-
claiming my time, short of submitting
their Federal income tax returns to the
Secretary of Commerce, how else
might that be done, I would ask the
gentleman?

Mr. WALKER. If the gentleman will
continue to yield, that might be one
way that they could do that. There are
affidavits. There are various kinds of
ways. I personally release my income
tax returns as part of my duties as a
public official. It seems to me some-
body who is applying for Government
money and wants taxpayers’' money
might have to do that as part of this.
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However, that is one way to assure
that middle-class people, in fact, are
included.

Mr. FINGERHUT. Reclaiming my
time, Mr. Chairman, and I am happy to
yield back, the gentleman also pro-
poses in the language of this amend-
ment, in addition to having to submit
their income tax returns, that the com-
pany might be 51-percent owned or con-
trolled by individuals.

In my experience, many companies
that might be eligible for this program
are owned by a number of individuals.
Would it not be the case, I would ask
the gentleman from Pennsylvania, that
every person who is a part owner, up to
the 51 percent level, would have to sub-
mit income tax returns to the Sec-
retary of Commerce in order to dem-
onstrate fitting™ under this amend-
ment?

Mr. WALKER. Will the gentlemen
yield?

Mr. FINGERHUT. Yes, I yield to the
gentleman.

Mr. WALKER. Once again, the gen-
tleman overstates the case. It seems to
me he is trying to find ways for voting
against the amendment. Why does the
gentleman not just vote against the
amendment?

It does not have to be everyone, just
51 percent of the people, Mr. Chairman.
Fifty-one percent of the company has
to be owned, so not everybody would
have to submit it. A few people who are
poor, a few who are rich, could be
there, they would not have to be in-
cluded in this.
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You just would have to show 51 per-
cent of the ownership was in the hands
of the middle class, and I do not see
anything there of great onerous bur-
den.

Mr. FINGERHUT. Reclaiming my
time, it says individuals whose ad-
justed gross income; what does the gen-
tleman intend with respect to joint-fil-
ing couples? If they file jointly, would
the husband and wife and their ad-
justed gross incomes, if it is over
$85,000, would that put them over the
limit of the amendment?

The CHAIRMAN. The time of the
gentleman from Ohio [Mr. FINGERHUT]
has expired.

(On request of Mr. BECERRA, and by
unanimous consent, Mr. FINGERHUT
was allowed to proceed for 1 additional
minute.)

Mr. FINGERHUT. I yield to the gen-
tleman from Pennsylvania,

Mr. WALKER. The gentleman sees
that it says those individuals, so if the
gentleman wants to read it as closely
as he is reading it in other regards, he
might want to reflect upon the fact
that it is individual tax returns that
we are talking about.

Mr. TRAFICANT. Mr. Chairman, I
move to strike the requisite number of
words.
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Mr. Chairman, there are a couple of
parts of this debate that I do not like.
But let me say this: The gentleman
from Pennsylvania [Mr. WALKER] has
been a staunch supporter of what we
have begun to refer to as the middle
class. I think his efforts are noble.

I want to make a few comments and
say that it might sound unusual, but I
am going to support the gentleman
from Pennsylvania [Mr. WALKER]. I
think there are a lot of guestions that
have to be technically worked out, but
at least the middle class, and the peo-
ple that pay the taxes in America, are
being addressed, maybe clumsily and
without the type of construct nec-
essary, but nevertheless addressed. And
I want to give the gentleman credit for
that.

But I want to talk about class here a
minute. We have old and young, man
and woman, black and white, and now
we have rich and poor in America. The
buzz word is taxing the rich. It is very
easy to get trapped into this, Members
of Congress.

I come from perhaps one of the most
humble backgrounds of anybody in this
House. My dad never worked for any-
body who was poor. I do not like the
discussion of class in this House. But
we continue to get to it. We get to it
on civil rights bills. We, Congress, are
creating a class structure, stratified
society in America that already does
not need much of a helping hand.

I think just the opposite. We should
be looking at other types of programs.

I want to say this: This is an amend-
ment that probably should have been
discussed much more, but I want to
identify myself with the efforts of the
gentleman from Pennsylvania, that not
all Democrats disagree with him, and
Democrats are not against the middle
class. Democrats support the efforts of
the middle-class taxpayers who pay the
bills in America.

Now, if I look at his amendment, yes,
we can go through all of the technical
points that were brought out by my
good friend and my colleague from
Ohio, Mr. FINGERHUT. But while we pro-
vide all of these technicalities, some-
times we just use these technicalities
to castrate and destroy opportunities
too.

I want to say to the gentleman from
Pennsylvania that I did not find any-
thing he attempted to do to be in any
way inconsistent with the competitive-
ness bill. I commend him for taking a
look at that, and if we are going to pro-
vide opportunities, maybe it is time
that we remember the people who pay
the bulk of the taxes. And hopefully, if
this amendment is to any degree ac-
cepted or worked out, some of those
clarifying points can be developed. If it
is not, I do not want to stand here
today in opposition to the gentleman
from Pennsylvania.

Mr. RICHARDSON. Mr. Chairman, I
move to strike the requisite number of
words.
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Mr. Chairman, let me say I appre-
ciate what the gentleman from Penn-
sylvania is trying to do, but I think
this bill on an equity basis, on who can
participate, does this very well. The
gentleman from  California [Mr.
BECERRA], in the legislation, has a pro-
vision that recognizes the importance
of the role of minority and women-
owned small businesses in the develop-
ment of these high-technology pro-
grams, and a lot of these women-owned
and minority-owned businesses, all of
these folks are middle class. The provi-
sion of the gentleman from California
[Mr. BECERRA] would require the Sec-
retary of Commerce to make available
to the fullest extent possible at least 10
percent of the funding for this loan
program to businesses owned or con-
trolled by socially or economically dis-
advantaged individuals, including
women.

Mr. Chairman, some of our colleagues
have suggested that this is a social pro-
gram or a set-aside, or most dan-
gerously, a quota. This provision is
none of these things: It is nothing more
than an extension of current practice.
The language represents a goal for the
Department of Commerce, not a re-
quirement, and has been successfully
included in previous technology stat-
utes in last year’s National Energy
Policy Act and in the fiscal year 1993
NASA appropriations bill.

To maintain our leadership position
in the world, the United States must
increase its efforts to diversify by en-
suring that women and minorities play
key roles in the transformation of our
economy from cold war industries to
the production of high-technology
goods and services.

Two out of three workers in the year
2010 are going to be either minorities
or women, two out of three of our
American workers. We must strive to
be inclusive, rather than exclusive, as
we enter a future where minorities and
women will play an increasingly
prominent role.

Mr. Chairman, according to figures
for fiscal year 1991 released by the Na-
tional Association of Latino Elected
Officials, the Federal Government has
an anemic record of providing con-
tracts to Hispanics under the section
8(a) requirements currently in place, In
the Department of Commerce in fiscal
year 1991, less than 2 percent of the de-
partment's total procurement went to
Hispanic contractors—that’s about $10
million. Unfortunately, 1991 represents
the high water mark. The average pro-
curement contract spending by the De-
partment of Commerce between fiscal
years 1983 and 1991 amounts to only 1
percent of their total procurement
spending.

If you consider all of the Federal
agencies in fiscal year 1991, only $1 bil-
lion or six-tenths of 1 percent of the
Cabinet-level agencies total procure-
ment dollars went to Hispanic firms.
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Mr. Chairman, these numbers are ap-
palling. I must admit that I am simply
astounded by the lack of diversity that
these figures represent.

I commend the gentleman from Cali-
fornia [Mr. BECERRA] and the commit-
tee for adopting this language that is
not quota language. It is in many of
our previous statues, and many of my
colleagues should remember the debate
we had on the Department of Defense
procurement, a 10-percent goal amend-
ment, not a quota. It was a goal that
many times is not met, and it simply is
an effort to include middle class, main-
ly minorities and women contractors,
business people into the process.

So, Mr. Chairman, any attempts to
strike or alter the language or dilute
the language could jeopardize future
attempts to ensure diversity in Federal
programs.

What this bill is doing is just ensur-
ing that diversity, protecting the mid-
dle class that I think the gentleman
from Pennsylvania [Mr. WALKER] very
rightly wants to protect. So I urge my
colleagues to preserve fairness, inclu-
siveness and diversity in U.S. high-
technology loan programs by voting
against any provisions that dilute
some of the good efforts that this com-
mittee has pursued and are in the legis-
lation already.

Mr. GEKAS. Mr. Chairman, I move to
strike the requisite number of words.

Mr. Chairman, I too join in the effort
to if not actually but symbolically sup-
port the middle class in our Nation,
particularly with reference to this
piece of legislation and the amend-
ments thereto.

We are in the middle of celebrating
Small Business Week. Some time in
May is set aside every year to honor
our small businessmen. What better
way to pay tribute to what they do,
creating two out of every three new
jobs, the largest tax base that we have,
the employee creation vehicle of our
country, than to also help those people
in the middle class who are sustained
by small business and who sustain
small business themselves. This is the
kind of an amendment that will pay
tribute not just to the economy that is
driven by small business people, who
happen to be in the middle class, but
also to actually help them continue fo-
menting the jobs and the enterprise
that creates the new economy upon
which we are relying.

0 1120

Mr. MARTINEZ. Mr. Chairman, will
the gentleman yield?

Mr. GEKAS. I yield to the gen-
tleman.

Mr. MARTINEZ. I thank the gen-
tleman for yielding.

I ask the gentleman: I was sitting in
my office and watching the debate and
became more confused the more I lis-
tened and the more I watched.

Let me ask the gentleman—if I may,
I would like to enter into a colloquy
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with the gentleman—is it the gentle-
man’'s understanding now that the
loans are available to anybody that ap-
plies regardless of income, regardless
of disadvantage or any other reason?

Mr. GEKAS. That is true.

Mr. MARTINEZ. The loans now, as
the bill stands, before this amendment,
anybody is eligible to apply for the
loan.

Mr. GEKAS. Seizing back my time
just to answer the gentleman, what
this does is place special emphasis on
the middle-income class, not to exclude
everybody else.

Mr. MARTINEZ. If the gentleman
would, please, I am not talking about
the amendment, I am talking about the
bill before the amendment. Anybody
can apply for a loan regardless of in-
come.

Mr. GEKAS. What I am saying to the
gentleman is, even if that were so,
what this amendment does is to focus
on the middle class and give special
emphasis to the engineers of the econ-
omy, the middle class.

Mr. MARTINEZ. I would like to point
out to the gentleman that I am aware
of that. I point out that it says
‘‘$85,000.”' Let me tell you, I was in
business for 21 years, and I can tell you
there were many years that I grossed
more than $85,000, but I did not net, as
an income to myself, more than $3,000
or $4,000, after I met my tax obligation
and everything else. So, what I am say-
ing is this amendment is very restric-
tive. Right now the bill is that you can
loan to anyone. Now, the only condi-
tion previously to this amendment was
the Becerra amendment, which had a
10-percent set-aside, which was clearly
defined, and has been clearly defined,
in other legislation that we have had.

I ask the gentleman: Now we have
two set-asides because, as I understand
it, the Becerra amendment will stay in
place but we will have a new amend-
ment that restricts anybody above
$85,000 gross, $85,000 gross, which I find
is an attack against many middle in-
come, and especially, let me describe
to you, farmers who many times gross
much more than that and yet they lose
money on the crop that they have
raised, because of the costs that it cost
them did not meet what the market
price was.

Mr. GEKAS. Seizing back my time,
we believe this expands the notion of
the bill and allows the middle class to
participate in ways which before have
been blocked out by the special ref-
erences in the bill.

Mr. WALKER. Mr. Chairman, will
the gentleman yield?

Mr. GEKAS. I yield to the gentleman
from Pennsylvania to expand and fur-
ther respond.

Mr. WALKER. I thank the gentleman
for yielding.

Mr. Chairman, I think the gentleman
is making a legitimate point that
needs to be explained. When the bill
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was eligible to everybody, there was no
need for an amendment like this. But
then we began to carve out special ter-
ritories. And while the 10-percent set-
aside was not a flat 10-percent set-
aside, we decided in the antiquota
amendment last evening, it still began
to carve out territories for individuals,
in this particular case, who were so-
cially and economically disadvantaged.
My point is, when we started down that
road, it seems to me that then we
ought to carve out a place for the mid-
dle class as well. If we are going to en-
sure that the Secretary takes a look at
the socially and economically dis-
advantaged, this amendment does not
stop that at all; but now we also say
that he needs to ensure that the middle
class is also included.

It seems to me that that is precisely
what the gentleman from Pennsylvania
is saying should be achieved. That is
what I want to achieve, to make it cer-
tain. And to the gentleman’s point
about business returns and so on, the
fact is it refers to individual returns.
And so, you know, if an individual in
terms of individual income only netted
$3,000, under this they would be covered
by the Becerra amendment and so
would the middle class.

The CHAIRMAN. The time of the
gentleman from Pennsylvania [Mr.
GEKAS] has expired.

(By unanimous consent, Mr. GEKAS
was allowed to proceed for 2 additional
minutes.)

Mr. MARTINEZ. Mr. Chairman, will
the gentleman yield further?

Mr. GEKAS. I will yield to the gen-
tleman from California first, and then
to the gentleman from Ohio [Mr.
TRAFICANT].

Mr. MARTINEZ. I thank the gen-
tleman for yielding.

Now, it says ‘‘adjusted gross income
for Federal income tax purposes.”
Small companies adjust their gross in-
come when they pay their Federal in-
come tax, but that income is adjusted
from all the tax credits and everything
else that he can apply to his business.
But it is his business that is doing the
income tax as well as he individually. I
am telling you, if he grosses that
amount, he does not necessarily get
that amount.

Now, more than that, what we are
doing here is restricting the ability of
other people, people much larger than
this, that may not be this high—these
numbers are symbolic—but let me tell
you numbers can work against you. We
have to remember that. Numbers that
are cited, in many cases, by the Fed-
eral Government in establishing cri-
teria, all are not necessarily reflective
of what the individual's wealth is.

Mr. GEKAS. Reclaiming my time,
the gentleman is absolutely correct.
Any set-aside does exactly the same
thing, as the gentleman indicates. For
purposes of policy, we have accepted
certain types of set-asides. What we are
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doing here, what the gentleman from
Pennsylvania [Mr. WALKER] is trying
to do, is to add the real bone marrow of
our economy, the small business people
in the middle class, in this special set-
aside.

Mr. TRAFICANT. Mr. Chairman, will
the gentleman yield?

Mr. GEKAS. I yield to the gentleman
from Ohio.

The CHAIRMAN. The time of the
gentleman from Pennsylvania [Mr.
GEKAS] has again expired.

(On request of Mr. TRAFICANT, and by
unanimous consent, Mr. GEKAS was al-
lowed to proceed for 2 additional min-
utes.)

Mr. TRAFICANT. Mr. Chairman, will
the gentleman yield?

Mr. GEKAS. I yield to the gentleman
from Ohio.

Mr. TRAFICANT. I thank the gen-
tleman for yielding.

Mr. Chairman, I want to clarify a few
issues. I am under the impression that
the Walker amendment does not knock
out section 336, and that the 10-percent
set-aside for women and minorities is
still in this bill.

Mr. GEKAS. That is correct.

Mr. TRAFICANT. Furthermore, let
me say there are some gquestions on
numbers brought up by the very intel-
ligent question of Chairman MARTINEZ
here. The bottom line is I see the in-
tent to focus some direction to the
smaller businesses, what we could call
the middle income, middle class of
American people. That is the intent.

Now, what I would like to say here is
I am going to vote for this amendment;
but when I do, I am a strong supporter
of section 336, and I want it spread
across the legislative history here that
this amendment is in no way to threat-
en, endanger, or to stop the priority to
minorities on set-asides necessary in
the bill, and that is my point. And I
would like an answer.

Mr. GEKAS. Reclaiming my time, we
reemphasize that the Walker amend-
ment supplements the ideas that have
already been presented for the 10-per-
cent set-aside.

Mr. WALKER. Mr, Chairman, will
the gentleman continue to yield?

Mr. GEKAS. I yield to the gentleman
from Pennsylvania.

Mr. WALKER. I thank the gentleman
for yielding further.

Mr. Chairman, I just want to confirm
that. This language in no way replaces
the language that the Becerra amend-
ment put in the bill. This is simply a
recognition that the Secretary needs to
look to the middle class as well.

Mr. GEKAS. And to the gentleman, I
say again, if the $85,000 worries you,
that you netted only $3,000, then that
is exactly the kind of economics that
we are trying to help here in the Walk-
er amendment. That is the kind of indi-
vidual who will need special attention
because he is middle class and could re-
quire that kind of loan.
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The CHAIRMAN. The time of the
gentleman from Pennsylvania [Mr.
GEKAS] has again expired.

(On request of Mr. MARTINEZ, and by
unanimous consent, Mr. GEKAS was al-
lowed to proceed for 2 additional min-
utes.)

Mr. GEKAS. I yield further to the
gentleman from California.

Mr. MARTINEZ. I thank the gen-
tleman for yielding.

As the gentleman knows, the Becerra
amendment is not restrictive in any
way; it is voluntary, it is optional. The
Secretary has the right to, and can, if
he wants to, does not have to. But here
again we have said, or this amendment
sets, a very restrictive kind of imposi-
tion in that it says numbers, it has
numbers, definite numbers; not as an
optional thing but as a mandatory
thing.

So, what I am saying to you, would it
not be much better if it were open? The
gentleman from Pennsylvania’s last re-
marks about the reason he came about
this amendment was because of carving
aside for a particular group; now, look,
that has been well established in a lot
of legislation, that in previous awards
of contracts, the consideration has
never been given to those people, and I
know the gentleman does not disagree
with that. Would the gentleman not
say it would be a lot better if we left
the bill open with the 10-percent set-
aside?

The one thing I would like to see as
an amendment to the 10-percent set-
aside is that those companies—because
there are a lot of companies in my dis-
trict that are not owned by minorities,
but everybody who is employed there is
a minority—so that minority consider-
ation should be given to those compa-
nies that employ minorities, not just
the companies that are owned by mi-
norities.

Mr. GEKAS. Again reclaiming my
time, the gentleman should be con-
vinced, we are trying to convince him
that nothing in the Walker amendment
in any way derogates against the set-
aside in the main body of the bill. So,
the gentleman need not concern him-
self with that. The numbers that the
gentleman talks about crowding to the
middle class, were 90 percent of the
new efforts in the business economy
exist anyway, and that is what we are
pump priming here with an emphasis
on the Walker amendment.
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Mr. HOKE. Mr. Chairman, will the
gentleman yield?

Mr. GEKAS. I yield to the gentleman
from Ohio.

Mr. HOKE. I think it is important to
look at the amendment of Mr.
BECERRA, section 336. The language
there is that the Secretary shall—

The CHAIRMAN. The time of the
gentleman from Pennsylvania has ex-
pired.
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(By unanimous consent, Mr. GEKAS
was allowed to proceed for 1 additional
minute.)

Mr. GEKAS. Mr. Chairman, I yield to
the gentleman from Ohio.

Mr. HOKE. Mr. Chairman, I thank
the gentleman for yielding to me.

The Becerra amendment says the
Secretary shall to the fullest extent
possible insure—and it is not abso-
lutely mandatory language, but it is
awfully darn close to it.

The Walker amendment uses simply
the language that the Secretary shall
insure that.

The Becerra amendment goes quite a
bit farther—shall to the fullest extent
possible insure that at least.

Mr. MARTINEZ. Mr. Chairman, will
the gentleman yield?

Mr. GEKAS. I yield to the gentleman
from California.

Mr. MARTINEZ. The gentleman is a
little bit wrong there. I do not want to
criticize, but it says the Secretary
shall insure. It does not say what the
gentleman just said. It says shall in-
sure. That means absolutely that he
will do this particular thing.

Mr. GEKAS. Reclaiming my time,
Mr. Chairman, the gentleman is talk-
ing about the Walker amendment, that
is shall insure,

Mr. HOKE. Mr. Speaker, if the gen-
tleman will yield, I am saying that the
Becerra amendment says the Secretary
shall to the fullest extent possible in-

sure.

Mr. COPPERSMITH. Mr. Chairman, I
move to strike the requisite number of
words. I rise in opposition to the
amendment. I hope not to use all that
time.

I think I would like to make two
points. The first is as the collogquy with
my colleague, the gentleman from Ohio
[Mr. FINGERHUT] showed, there is a
noble intent behind this amendment,
but the mechanics that are in the
amendment are not easily workable. I
think it needs to be more fleshed out.

But I think there is a larger point
being missed. The whole point of this
bill is that the middle class does qual-
ify for these loans. The issue is that
they qualify for all of them.

Hopefully, the bill is to encourage
small- and medium-sized businesses, to
give them access to capital. They have
been frozen out. Venture capital has
not been available, despite record low
interest rates. They are included in the
bill. The middle class can and will par-
ticipate.

The best thing we can do for the mid-
dle class is make the investments in
the kinds of technology and kinds of
manufacturing jobs that will insure
prosperity and a growing economy for
all American citizens.

Mr. MARTINEZ. Mr. Chairman, will
the gentleman yield?

Mr. COPPERSMITH. I am honored to
yield to the gentleman from California.

Mr. MARTINEZ. There is one point I
want to make, Mr. Chairman, and I did
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not get a chance in the last colloquy;
that is, there is a difference between
the 10 percent set-aside and the Walker
amendment.

The Walker amendment is restricting
and disallowing a whole group of people
that would be eligible to apply for
these loans.

The Becerra amendment is not re-
strictive. It simply asks for special at-
tention and consideration to be given
to a group of people who always are
having to come with lesser technology
expertise than the larger companies to
compete with those same companies.
All we ask is that some special consid-
eration be given. It is a precedent that
has been set in law in almost every-
thing we have done before. It was evi-
dent by the statements of the gen-
tleman from Pennsylvania [Mr. WALK-
ER] that he came up with his amend-
ment to actually diffuse the amend-
ment of the gentleman from California
[Mr. BECERRA].

For that reason, Mr. Chairman, I
would urge my colleagues to vote
against the Walker amendment.

Mr. COPPERSMITH. Reclaiming my
time, Mr. Chairman, I think the gen-
tleman makes the first point, which is
that the point of the Becerra amend-
ment is to extend the reach of this bill
to the middle class to make sure that
all businesses, small- and medium-size,
have access to this type of capital that
they have been frozen out for.

Ms. ESHOO. Mr. Chairman, will the
gentleman yield?

Mr. COPPERSMITH. I yield to my
colleague, the gentlewoman from Cali-
fornia.

Ms. ESHOO. Mr. Chairman, I rise in
opposition to the amendment, because
I think it is extraneous.

This bill, as drafted and before the
House now being debated, not only con-
tains 51 percent for the middle class,
but 90 percent. So we have already ar-
rived there.

We do not need any more bureauc-
racy, tangled paperwork, litmus tests
for people bringing in their IRS state-
ments and returns.

We have recognized that we need to
beef up our competitiveness in this
country. We want people to come for-
ward, to be able to compete, under-
standing that there are those who are
disadvantaged with the language of the
Becerra amendment. The rest is for the
people that the gentleman from Penn-
sylvania [Mr. WALKER] is referring to
that we embrace, the middle class,
those that even go beyond the middle
class, We want them to come in and
compete as well. We have 90 percent for
all those people.

Mr. COPPERSMITH. Reclaiming my
time, Mr. Chairman, I think 90 percent
may understate it, because a number of
the people that the Becerra amend-
ment attempts to reach will be them-
selves middle class.

Ms. ESHOO. Absolutely.
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Mr. COPPERSMITH. They will be
businesses within the category.

Ms. ESHOO. Yes, we want to bring
more and more people into the middle
class.

Mr. MFUME. Mr. Chairman, I move
to strike the requisite number of
words. I rise in opposition to the oppo-
sition to the amendment.

Mr. Chairman, like many of my col-
leagues, I share the concern of the gen-
tleman from Pennsylvania about try-
ing to find ways to make our Govern-
ment a government of inclusion. To
that extent, many of us have been
working for years to try to bring about
language in Federal programs that do
just that, including to some extent our
former President, Mr. Bush, who estab-
lished a Commission on Minority Busi-
ness Development 2 years ago, rec-
ognizing that our Nation's economic
growth and ability to compete in the
international marketplace depended on
full participation of all members of our
society.

Interestingly enough, Mr. Chairman,
one of the primary recommendations of
that Commission, and I have the report
here with me, involved the need to in-
clude minority business enterprises in
the area of high technology.

So the efforts of the gentleman from
California [Mr. BECERRA] are right in
tune with the recommendations of the
Commission, a Commission put to-
gether by George Bush that made its
report public last year, that many of us
on both sides of the aisle adopted and
said was the correct thing to do.

Having said that, let me go back to
the point of the gentleman from New
Mexico, who said and I think it is
worth repeating that six-tenths of 1
percent of all procurement dollars
through Federal agencies went to Afri-
can-American or Latino businesses,
six-tenths of 1 percent. That is in light
of the Commission's report and rec-
ommendations. That is in light of pre-
vious existing set-aside programs and
goals that have been a part of our Fed-
eral Government and our procurement
process for well over a decade.

I need to also point out something
that is very important here today that
has not gotten a lot of attention. The
Becerra language, the language of this
amendment is a goal. It is a goal. It
says that we shall to the fullest extent
possible. It does not mandate anything.
It goes back to the section 8(a) lan-
guage that is a part of the Commis-
sion's recommendation that we have
been using throughout our Federal
Government for some time.

The Department of Defense uses that
language in its set-aside program,
which is a goal.

The Department of Energy uses that
langunage in its set-aside program,
which is a goal.

The National Aeronautics and Space
Administration uses that language,
which is a goal.
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I could go through agency by agency.

So we are not creating anything new.
We are trying to extend to this Com-
petitive Act and all these civilian tech-
nology programs the same sort of goals
that the Commission recommended
that we ought to be doing as a govern-
ment to ensure full participation by all
people.

Interestingly enough also, most of
the people who benefit from this are in
fact middle-class Americans. We found,
however, that historically because of a
pattern of discrimination in this Na-
tion over decades that even middle-
class people were being discriminated,
not because they were middle class, but
because they happened to be black or
Latino or female.

So this Government, this Congress,
and previous administrations, have set
aside this goal language, the section
8(a) language which this amendment
embraces.

So we are extending that. We are not
creating anything new.

I would argue that we have to keep in
mind that we are treading now on some
very dangerous ground. Are we pre-
pared to say to people who have been
historically left out, economically and
socially disadvantaged, and perhaps a
better word is under-utilized busi-
nesses, that we are not prepared now to
do what we have said we would do
through recommendations and Com-
mission reports and through a legisla-
tive history of doing just that.

Someone said earlier that this is
Small Business Month and that we
ought to do this in tribute. Let me say
what we ought to do in tribute to small
businesses. We ought to ensure that
the playing field is equal and that it is
even and that all people who are small
businesses and are middle class have an
opportunity to compete.

The gentleman from California raised
a very important point. Using gross in-
come as a determiner of the criteria
creates an unreal situation. It does not
take into account the circumstances
that occur, and that an individual
might have a gross of up to $85,000 and
nets only $5,000 or $10,000, we are back
into a situation where we have to come
back and rectify what we are doing.
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What I am saying, Mr. Chairman, and
I will yield to the gentleman from
Pennsylvania [Mr. WALKER] in just a
moment, but what I am saying is that
maybe we ought to keep things as they
are. It is not working as well as we
would like it to work because many of
us still feel, based on the comments of
the gentleman from New Mexico, that
six-tenths of 1 percent of all procure-
ment dollars to Latinos, and women,
and African-Americans is not enough,
but at least let us not change that to
create a situation where we do more
harm than we do good.

The CHAIRMAN. The time of the
gentleman from Maryland [Mr. MFUME]
has expired.
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(On request of Mr. WALKER and by
unanimous consent, Mr. MFUME was al-
lowed to proceed for 2 additional min-
utes.)

Mr. WALKER. Mr. Chairman, will
the gentleman yield?

Mr. MFUME. I yield to the gen-
tleman from Pennsylvania.

Mr. WALKER. Mr. Chairman, I thank
the gentleman from Maryland [Mr.
MFUME] for yielding to me, and I just
want to make a couple of points.

First of all, Mr. Chairman, it is not
gross income in the amendment. It is
adjusted gross income, which means
that all business expenses are deducted
before it is done, so we do deal with the
problem that the gentleman from Cali-
fornia had raised.

Second, Mr. Chairman, there is noth-
ing in this amendment that does not
speak to Latino, and black, and other
kinds of businessmen who are middle
class. In fact, this helps in that regard
because it does nothing to take away
from the Becerra amendment. The
Becerra amendment is still in place
saying that they have to go to eco-
nomically and socially disadvantaged,
and then in addition what we are say-
ing is, “You've got to take into ac-
count the middle class, and so what
you've got then is a combination of
those businesses, along with a demand
from middle class participation, and it
seems to me that it helps the very peo-
ple that you say was cited in your re-
port."

Mr. MFUME. Mr. Chairman, I would
submit to the gentleman from Penn-
sylvania [Mr. WALKER] that the state-
ment of the gentlewoman from Califor-
nia is correct, that the middle class is
represented because those persons who
have been historically underutilized,
economically disadvantaged, and who
are in business are middle class.

Mr. WALKER. Mr. Chairman, if the
gentleman would yield just further,
what this excludes is very, very
wealthy people who could come into
the process and be counted, for in-
stance, into a category of maybe so-
cially disadvantaged, but actually be
very, very wealthy people. What we are
saying is, "'If you're going to do this,
keep it within the middle class.”

That is the only people that I can see
will be excluded in this amendment is
extremely wealthy people. I would say,
*You could get money from the bank."

Mr. MFUME. Mr. Chairman, I would
submit that the report of the U.S.
Commission on Minority Business En-
terprise Development, which was com-
missioned by George Bush and released
its recommendations last year which
were accepted by this Congress, is right
on track. It says that what we are
doing is what we ought to be doing in
terms of using 8(a) language for set-
aside.

Mr. WALKER. Mr. Chairman, if the
gentleman would yield, this amend-
ment does not in any way strike at
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that. This amendment goes directly to
the same points being made. It simply
says the middle class should be taken
into account.

Mr. MFUME. Mr. Chairman,
amendment sets up a goal.

The CHAIRMAN. The additional time
of the gentleman from Maryland [Mr.
MFUME] has expired.

Mr. TRAFICANT. Mr. Chairman, I
ask unanimous consent that the gen-
tleman from Maryland [Mr. MFUME] be
allowed to proceed for 2 additional
minutes.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio?

Mr. BROWN of California. Mr. Chair-
man, reserving the right to object, I do
not intend to object, but I wish to
point out, and I am reluctant to point
out, that this is the first bill this year
with an open rule. I am sadly fearing
that this may give open rules a very
bad name if we are not able to control
our unconstrained appetite for unlim-
ited debate over trivialities, and I am
suggesting that it would be desirable if
we can bring this to a vote.

I think I have given up, and I suspect
the leadership has given up, on finish-
ing this bill today. I am about to give
up any idea of finishing it next week.

POINT OF ORDER

Mr. MFUME. Mr. Chairman, I have a
point of order.

The CHAIRMAN. The gentleman will
state his point of order.

Mr. MFUME. Mr. Chairman, the gen-
tleman from California [Mr. BROWN]
has reserved a point of order.

Mr. BROWN of California. Mr. Chair-
man, I reserved the right to object in
order to make this very eloquent state-
ment, and I hope the Chair will recog-
nize that I am within my rights for
having done so.

The CHAIRMAN. The Chair recog-
nizes the gentleman from California.

Mr. BROWN of California. Now, hav-
ing made those points, Mr. Chairman, I
withdraw my reservation of objection.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio [Mr. TRAFICANT]?

There was no objection.

The CHAIRMAN. The gentleman
from Maryland [Mr. MFUME] is recog-
nized for an additional 2 minutes.

Mr. TRAFICANT. Mr. Chairman, will
the gentleman yield?

Mr. MFUME. I yield to the gen-
tleman from Ohio.

Mr. TRAFICANT. Mr. Chairman, No.
1, I tend to think that maybe open
rules might be good around here, and
maybe close the doors and not come
out until we work our will rather than
just putting through legislation which
nobody reads and understands.

I want to make this point: I voted
every time with the gentleman from
Maryland [Mr. MFUME], the distin-
guished chairman of the Congressional
Black Caucus. I think he is an out-
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standing leader. I just want to make
one point before I get off. If I thought
this would infringe upon that 10-per-
cent setaside, I would be against it.
But let me say this:

What we have in the law now is to-
kenism. The reason we have six-tenths
of 1 percent with all of this so-called
10-percent setaside is the following
words: ““At least 10 percent of amounts
loaned under this subtitle shall be
made available,” not ‘“‘made to,"” but
‘available.”

I say this to the House of Representa-
tives today, that the amendment of-
fered by the gentleman from Penn-
sylvania [Mr. WALKER] will provide
more grants to Latinos, blacks, and
minorities with this in the bill than it
will without it.

I want to know how many businesses
between $15,000 and $85,000—my God, we
have got people who cut grass with ad-
justed gross income in that range.
These are the types of small busi-
nesses, the minority business men and
women, that we want to, in fact, serv-
ice.

The CHAIRMAN. The time of the
gentleman from Maryland [Mr. MFUME]
has expired.

Mr. MFUME. Mr. Chairman, I ask
unanimous consent to have an addi-
tional 2 minutes so that I might be
able to respond to the gentleman from
Ohio [Mr. TRAFICANT].

(By unanimous consent, Mr. MFUME
was allowed to proceed for 2 additional
minutes.)

Mr. MFUME. Mr. Chairman, first of
all the gentleman is correct. He and I
have voted together more times than
either of us could even remember.

On this particular issue though, Mr.
Chairman, let me offer something for
his consideration. His point that the
Walker amendment would enhance the
ability of African-Americans, and
Latinos, and women to do business
with the Government begs the gues-
tion: How can that take place when
this amendment is a goal? The Becerra
amendment is a goal. Neither of them
mandate, and so a goal on top of a goal
does not enhance anything. It just sim-
ply makes what we are trying to do
much more cumbersome.

Mr. Chairman, these are goals. These
are not set-asides.

Mr, TRAFICANT. Mr. Chairman, will
the gentleman yield?

Mr. MFUME. I yield to the gen-
tleman from Ohio.

Mr. TRAFICANT. ‘The Secretary
shall ensure,” not ‘‘make available,”
“that loan guarantees made available
under the subtitle are made to,”” not
“made available,” ‘‘are made to busi-
ness concerns which are at least 51 per-
cent owned or controlled by middle-
class Americans''—No. 1, they have to
be an American, too, in the Walker
amendment, which is good—*‘as defined
as those individuals''—and the point 1
want to make—
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Mr. MFUME. Mr. Chairman—

Mr. TRAFICANT. What Walker says
is that that Secretary has to ensure be-
tween 50 and 85 gross adjusted income.
Those are the people that we have been
with tokens trying to help around here
with six-tenths of 1 percent.

Mr. MFUME. Reclaiming my time,
Mr. Chairman, what the language is
saying is that the Secretary shall to
the fullest extent possible, and, over
the last 15 years in this country, never
has the fullest extent possible equaled
what we were trying to do. So, it does
not ensure that, and we have to be very
careful of that, and there is a legisla-
tive history that proves it.

Mr. TRAFICANT. Mr. Chairman, will
the gentleman yield?

Mr. MFUME. I will not yield. I only
have a little bit of time left.

Let me say this: I appreciate the po-
sition of the gentleman from Ohio [Mr.
TRAFICANT] on this. I would just re-
spond, as it relates to this whole idea
about open rules, that we ought to
have more of them around here so we
can do what we ought to do in this
place, and that is to have active debate
on issues regardless of what side of the
aisle we are on, and, if it takes us until
hell freezes over, then so be it.

The CHAIRMAN. The time of the
gentleman from Maryland [Mr. MFUME]
has expired.,

Ms. VELAZQUEZ. Mr. Chairman, I
move to strike the requisite number of
words.

Mr. Chairman, the amendment may
not seem objectionable at first glance,
but placed in the context of language
already in the bill, it makes a mockery
of attempts to provide fair treatment
to minorities.

The Walker amendment would under-
mine a provision in the bill, included at
committee markup, which calls on the
Commerce Secretary, to the best ex-
tent possible, to ensure that 10 percent
of the funds made available under the
Civilian Technology Loan Program, go
to socially and economically disadvan-
taged individuals.

This original language establishes a
reasonable goal, nothing more. It does
not impose a quota. It does not provide
for sanctions if that goal is not met. It
simply says that the Secretary shall
try to ensure that minorities and
women, who are routinely left out of
the process due to intentional or inad-
vertent discrimination, be included in
the loan program.

The Walker amendment undermines
the spirit of the minority goals in the
bill by expanding the language to in-
clude a business owned by any individ-
ual who earns up to $85,000 a year. Are
people making $85,000 frequently denied
the opportunity to participate in Fed-
eral programs? Do people making
$85,000 a year have a history of dis-
crimination and disenfranchisement?
Contrary to what the Walker amend-
ment tells us, the answer clearly is no.
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Mr. Chairman, we should not let the
thoughtful language included in the
bill to protect minority participation
in the loan program be compromised by
the Walker amendment. I ask my col-
leagues to not be fooled by the Walker
amendment and to reject it outright.

Mr. COPPERSMITH. Mr. Chairman, | op-
pose this amendment offered by my friend
from Ohio. | know he wants to craft the best
possible bill, but | disagree with his analysis
and must oppose this amendment.

| believe the facts show the usefulness and
need for large-scale consortia. First, oppo-
nents of the provision claim that the adminis-
tration has not made a specific budget request
for large-scale consortia in either the fiscal
year 1994 budget or the fiscal year 1995 pro-
jections, supposedly indicating a lack of sup-
port. However, the amounts authorized for the
large-scale consortia are a subsection of the
total amount authorized for the ATP Program.
The administration projects requesting $460
million in fiscal year 1995 for ATP, and this
bill's total ATP authorization actually rep-
resents spending of $100 million below that
projected request. Section 322 provides pro-
gram direction for part of the overall ATP Pro-
gram, a program strongly supported by the ad-
ministration and specifically endorsed in both
the Clinton-Gore technology policy and the vi-
sion of change of America that accompanied
the President's State of the Union Address.

Also, section 322 does not restrict unneces-
sarily the ATP Program. This bill does not re-
quire establishment of large-scale consortia; it
simply gives preference for such consortia for
a $100 million portion of the fiscal year 1994
funds for ATP. If the National Institute of
Standards and Technology [NIST] does not re-
ceive any large-scale consortia proposals
worth funding, it can simply award the funds in
the same way as other ATP money. The $50
million Federal share size is not binding, but
rather a guide, and NIST could choose to fund
a consortium at any smaller size as well.

| also believe the facts do not support the
criticism of Sematech, one of the principal
models for the ATP Program. Critics have
claimed a variety of failures for Sematech,
principally betting on losing technologies and
unfairmess to small business. While everyone
can agree that Sematech has had some dif-
ficulties, as anyone would expect with such a
new type of cooperative effort, | think the crit-
ics focus narrowly and incorrectly on certain
technologies and overlook the broader con-
tributions Sematech has made to the recovery
of the U.S. semiconductor industry, particularly
in the semiconductor manufacturing equipment
sector. The equipment and processes
Sematech has helped develop and improve
apply not just in the manufacture of D-RAMS
or any other one set of technologies, but rath-
er have helped a much wider range of semi-
conductor manufacturing, including microproc-
essor manufacturing.

Recent developments in the U.S. semi-
conductor industry that rely on Sematech de-
velopments provide concrete proof of success.
Intel Corp. reports that as a result of
Sematech's contribution to the equipment in-
dustry, last year Intel spent $150 million more
than it had anticipated on U.S. semiconductor
manufacturing equipment. Similarly, when Mo-
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torola opened its MOS-11 microcontroller pro-
duction facility in Austin TX, 2 years ago,
Sematech’s success enabled the company to
buy over 75 percent of the equipment from
U.S. companies; in Motorola’s prior facility, 80
percent of the equipment came from foreign
firms. Just last month, Motorola announced
plans to open a similar microcontroller produc-
tion facility MOS-12, in Chandler, AZ, in my
district. This plant will eventually provide 700
Arizona jobs. Motorola attributes its ability to
purchase more American equipment as well
as this expansion in large part to the success
of Sematech in increasing the competitiveness
of the U.S. semiconductor industry. We should
look at the increased sales and the new jobs
created for American workers, rather than dry
academic studies of the consortium’s flaws, to
juqlge the success of Sematech.

he actual experience of Sematech also re-
futes the argument that large-scale consortia
exclude small business. While the 14 mem-
bers of Sematech are large firms, by no
means do large firms receive all the funding.
A 1992 GAQO report on Sematech noted that in
1991, 48 percent of the Sematech budget sup-
ported external R&D. Many small- or medium-
sized companies have received this external
funding. In addition, the GAO report noted that
Sematech has become the focal point for
* * * improving long-term relationships be-
tween semiconductor manufacturers and their
key equipment and materials suppliers through
the Partnering for Total Quality Program. This
program works directly with Semi/Sematech, a
130-member organization of U.S. semiconduc-
tor manufacturing equipment manufacturers
and component and materials suppliers, to en-
courage communication between primary
semiconductor manufacturers and the related
equipment suppliers. Most of the firms in
Semi/Sematech are small- or medium-sized
companies. The success of small business in
no small measure depends on the health of
the leading companies in our most important
industries. Without the larger buyers, small
high-technology businesses have no cus-
tomers.

Some of my colleagues also have ques-
tioned whether small businesses participate
effectively in another consortium, the U.S. Ad-
vanced Battery Consortium [USABC], spon-
sored by the Department of Energy, the “Big
Three"” auto manufacturers, and the electric
utility industry. As with Sematech, small busi-
nesses do participate in the consortium’'s re-
search efforts as contractors. In fact, the first
contract awarded by the USABC went to a
small business, Ovonic Battery Company of
Troy, Ml. The $18.5 million awarded under
that contract represents over 20 percent of the
budget for the 4 major contracts awarded
through the consortium. In addition, just as
small businesses realized much of the benefit
of Sematech work by supplying equipment to
primary semiconductor manufacturers, small
businesses supplying components to battery
manufacturers will reap much of the benefit
from the Battery Consortium'’s work.

Finally, the GAO study of Sematech
stressed that research consortia should sup-
port projects likely to have effect throughout
the industry. When we try to improve the com-
petitiveness of entire industries, it makes no
sense to exclude the largest firms, the leaders
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in those industries. It does make sense to en-
courage cooperation among both the large
firms, who can contribute the substantial re-
sources and expertise needed to address in-
dustrywide problems, and smaller firms, who
often contribute greater innovation and flexibil-
ity.
Sematech has achieved considerable suc-
cess in fostering such cooperation and has the
results to show. | hope that future consortia
will build on that experiment with even more
successful outcomes. Unfortunately, this
amendment will prevent us from achieving the
goals of this legislation, and | must urge my
colleagues to vote against it.

0O 1150

The CHAIRMAN. The question is on
the amendment offered by the gen-
tleman from Pennsylvania [Mr. WALK-
ER]. %

The question was taken; and the
Chairman announced that the noes ap-
peared to have it.

RECORDED VOTE

Mr. WALKER. Mr. Chairman, I de-
mand a recorded vote.

A recorded vote was ordered.

The vote was taken by electronic de-
vice, and there were—ayes 181, noes 231,
not voting 25, as follows:

[Roll No. 162]
AYES—181
Allard Gallo McCandless
Applegate Gekas McCollum
Archer Gilchrest McCrery
Armey Gillmor McHugh
Bachus (AL) Gilman Melnnis
Baker (CA) Gingrich McKeon
Baker (LA) Goodlatte MecMillan
Ballenger Goodling Meyers
Barrett (NE) Goss Mica
Bartlett Grams Michel
Bateman Grandy Miller (FL)
Bentley Greenwood Molinari
Bereuter Gunderson Moorhead
Bilbray Hall (TX) Myers
Bilirakis Hancock Nussle
Bliley Hansen Packard
Blute Hastert Parker
Boehner Hefley Paxon
Bonilla Herger Penny
Bunning Hobson Peterson (MN)
Burton Hoekstra Petri
Buyer Hoke Pombo
Callahan Horn Porter
Calvert Houghton Portman
Camp Huffington Pryce (OH)
Canady Hunter Quillen
Castle Hutchinson Quinn
Clinger Hutto Ramstad
Coble Hyde Ravenel
Collins (GA) Inglis Regula
Combest Inhofe Ridge
Condit Istook Roberts
Cox Jacobs Rogers
Crane Johnson (CT) Rohrabacher
Crapo Johnson (SD) Roth
Cunningham Johnson, Sam Roukema
DeLay Kasich Rowland
Dickey Kim Royce
Doolittle King Santorum
Dornan Kingston Saxton
Dreier Klug Schaefer
Duncan Knollenberg Schiff
Dunn Kolbe Sensenbrenner
Emerson Kyl Shaw
Everett Lazio Shays
Ewing Levy Shuster
Fawell Lewis (CA) Skeen
Fields (TX) Lewis (FL) Skelton
Fish Lightfoot Smith (MI)
Fowler Linder Smith (N.J)
Franks (CT) Lipinski Smith (OR)
Franks (NJ) Machtley Smith (TX)
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Snowe
Solomon
Stearns
Stenholm
Stokes
Stump
Sundquist
Talent
Taylor (MS)

Abercrombie
Ackerman
Andrews (ME)
Andrews (NJ)
Andrews (TX)
Bacchus (FL)
Baesler
Barcia
Barlow
Barrett (WI)
Becerra
Beilenson
Berman
Bevill
Bishop
Blackwell
Boehlert
Bonior
Borski
Boucher
Brewster
Brooks
Browder
Brown (CA)
Brown (FL)
Bryant
Byrne
Cantwell
Cardin

Carr
Chapman
Clay
Clayton
Clement
Clyburn
Coleman
Collins (IL)
Collins (MI)
Conyers
Cooper
Coppersmith
Costello
Coyne
Cramer
Danner
Darden

de Lugo (VD)
Deal
DeFazio
DeLauro
Derrick
Deutsch
Diaz-Balart
Dicks
Dingell
Dixon
Dooley
Durbin
Edwards (CA)
Edwards (TX)
Engel
English (AZ)
English (OK)
Eshoo

Evans

Fazio

Fields (LA)
Filner
Fingerhut
Flake
Foglietta
Ford (MI)
Ford (TN)
Frank (MA)
Frost

Furse
Gejdenson
Gephardt

Barton
Brown (OH)
de la Garza
Dellums
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Taylor (NC) Whitten
Thomas (CA) Williams
Thomas (WY) Wolf
Traficant Young (AK)
Upton Young (FL)
Vucanovich Zeliff
Walker Zimmer
Walsh
Weldon

NOES—231
Geren Neal (MA)
Gibbons Norton (DC)
Glickman Oberstar
Gonzalez Obey
Gordon Olver
Green Ortiz
Gutierrez Orton
Hall (OH) Owens
Hamburg Oxley
Hamilton Pallone
Harman Pastor
Hastings Payne (NJ)
Hayes Payne (VA)
Hefner Pelosi
Hilliard Peterson (FL)
Hinchey Pickett
Hoagland Pickle
Hochbrueckner Pomeroy
Holden Poshard
Hoyer Price (NC)
Hughes Rahall
Inslee Rangel
Jefferson Reynolds
Johnson (GA) Richardson
Johnson, E.B. Roemer
Johnston Ros-Lehtinen
Kanjorski Rose
Kaptur Rostenkowski
Kennedy Roybal-Allard
Kennelly Rush
Kildee Sabo
Kleczka Sanders
Klein Sangmeister
Klink Sawyer
Kopetski Schenk
Kreidler Schroeder
LaFalce Schumer
Lambert Scott
Lancaster Serrano
Lantos Sharp
LaRocco Shepherd
Laughlin Sisisky
Levin Skaggs
Lewis (GA) Slattery
Lloyd Slaughter
Long Smith (IA)
Lowey Spratt
Maloney Stark
Mann Strickland
Manton Studds
Margolies- Swett

Mezvinsky Swift
Markey Synar
Martinez Tejeda
Matsui Thompson
Mazzoli Thornton
McCloskey Thurman
McCurdy Torres
McDermott Towns
McHale Underwood (GU)
McKinney Unsoeld
McNulty Valentine
Meehan Velazquez
Meek Vento
Menendez Visclosky
Miume Volkmer
Miller (CA) Washington
Mineta Waters
Minge Watt
Mink Waxman
Moakley Wheat
Mollohan Wilson
Montgomery Woolsey
Moran Wyden
Morella Wynn
Murtha Yates
Nadler
Natcher

NOT VOTING—25

Faleomavaega Leach

(AS) Lehman
Gallegly Livingston
Henry Manzullo
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McDade Sarpalius Torricelli
Murphy Spence Tucker
Neal (NC) Stupak Wise
Reed Tanner
Romero-Barcelo  Tauzin
(PR) Torkildsen
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Mr. OWENS, Mrs. COLLINS of Illi-
nois, and Mr. MENENDEZ changed
their vote from ‘‘aye’ to '‘no.”

Mr. McMILLAN and Mr. ROYCE
changed their vote from *no” to “‘aye.”

So the amendment was rejected.

The result of the vote was announced
as above recorded.

PERSONAL EXPLANATION

Mr. REED. Mr. Speaker, during roll-
call vote No. 162, on H.R. 820, the Walk-
er amendment, I was unavoidably de-
tained. Had I been present I would have
voted no.

The CHAIRMAN. Are there other
amendments to title III?

AMENDMENT OFFERED BY MR. VALENTINE

Mr. VALENTINE. Mr. Chairman, I
offer an amendment.

The Clerk read as follows:

Amendment offered by Mr. VALENTINE:
Page 52, line 23, strike ‘‘shall” and insert in
lieu thereof “may’ .

Page 53, line 20, strike '*$50,000,000"" and in-
sert in lieu thereof **$30,000,000'".

Page 55, after line 15, insert the following
new subsections:

(f) STUDY.—The Secretary, through the Di-
rector, shall undertake a study to determine
the best way to maximize the benefit of
large-scale research and development consor-
tia to industry as a whole in carrying out
this section. The results of such study shall
be submitted to the Congress within 6
months after the date of the enactment of
this Act. Such report shall include criteria
and procedures for the evaluation by the Di-
rector of the progress of consortia funded
under this section.

(g) TERMINATION.—The Secretary shall es-
tablish criteria and procedures for terminat-
ing Federal funding of a consortium under
this section if the Secretary determines that
such consortium is not making acceptable
progress toward achieving its goals. No con-
sortium shall receive funding under this sec-
tion for more than 7 years.

Page 55, line 16, strike ‘*(f)"" and insert in
lieu thereof ““(h)".

Mr. VALENTINE (during the read-
ing). Mr. Chairman, I ask unanimous
consent that the amendment be consid-
ered as read and printed in the RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
North Carolina?

There was no objection.

Mr. VALENTINE. Mr. Chairman, as
part of the Advanced Technology Pro-
gram, large-scale R&D consortia will
have the ability to benefit an entire in-
dustry or to benefit several industries.
Large-scale consortia will benefit
many suppliers, manufacturers, and
users—small, medium, and large.
Large-scale consortia will bring to-
gether the variety of skills and re-
sources increasingly needed to advance
the technological frontier. Large-scale
consortia will give significant leverage
to each dollar that the firms invest.
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It should be made clear that large-
scale consortia are not all imitations
of Sematech, although Sematech has
provided many valuable lessons on how
such consortia can best contribute to
industry. Large-scale consortia will
likely take many different forms, re-
flecting the variety of industries in our
economy.

The amendment that I am offering
would accomplish the following:

First, it would direct the Secretary
of Commerce to conduct a 6 month
study of how this program can best be
implemented to provide maximum ben-
efit to industry.

Second, it would give the Secretary
the discretion to implement this pro-
gram based on the study and other cri-
teria that the Secretary deems appro-
priate.

Third, it would direct the Secretary
to establish criteria for evaluating the
progress of consortia, and, if necessary,
terminating consortia that are not
making acceptable progress.

Fourth, and it would lower the
threshold for government support from
$50 tu $30 million. We want these con-
sortia to have broad impact in high
tech industries, which is why we have
established a preference for a thresh-
old. A lower threshold would, again,
give the Secretary more flexibility.

I believe that this is an important
provision and that these modifications
will improve it implementation in an
effective and responsible way.

Mr. HOKE. Mr. Chairman, I rise
today to comment that there is really
no objection from this side of the aisle
to this particular amendment, except
for the fact that it really does not get
to the heart of the problem with sec-
tion 322 with respect to large-scale re-
search and development consortia,

I do not urge my colleagues to vote
for or against it. I think we ought to go
to a vote, and we will follow this
amendment with another amendment
to strike the entire section.

Ms. HARMAN. Mr. Chairman, I move
to strike the last word.

I rise in strong support of the Valen-
tine amendment to section 322 on the
subject of large-scale R&D consortia.

Before I speak to it, I want to say a
word about our colleague, the gen-
tleman from Ohio [Mr. HOKE], who was
just speaking.

He has made an enormous contribu-
tion to the debate in our subcommittee
and in the full committee on consortia.
He is an expert in the field. He is con-
cerned that some R&D consortia have
been ineffective, and I agree with him.
And I know that his contribution later
today will be valuable.

But I must say that the gentleman
from North Carolina [Mr. VALENTINE],
our subcommittee chairman, in my
mind, wins the day with this amend-
ment, which would make the imple-
mentation of large-scale R&D consor-
tia discretionary with the Secretary of
Commerce.
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We must be able to permit Sematech
and even better versions of R&D con-
sortia to be formed in this country,
whether they be small scale, medium,
or large scale, because the future, in
my view, of our competitiveness in the
world depends on the ability of our in-
dustry to combine together to make
cutting-edge advances in technology.

This amendment would direct the
Secretary of Commerce to conduct a 6-
month study of ways to best imple-
ment the program, to maximize the
benefits to industry as a whole.

And let me stress that there would be
a study so that we would not be wast-
ing money. It would clarify termi-
nation, that a consortium would not
receive Federal funds beyond a maxi-
mum life of 7 years. It would reduce
the preferred threshold level for the
Government cost share in a large-scale
R&D consortium from $50 to $30 mil-
lion. And this would give the Secretary
greater discretion and reflects a great-
er range of proposals and programs
from industry, such as the Advanced
Battery Consortium and the American
Textile Consortium.

Remember, this is not a cap on con-
tributions. A cap is opposed because it
reduces the potential incentives of in-
dustry. Several industry consortia
have been proposed that are on a scale
of Sematech, and there should be dis-
cretion to evaluate these on their mer-
its.

In conclusion, let me say that there
is bipartisan interest in our sub-
committee and full committee on this
issue, and I would commend our Repub-
lican colleagues, especially the gen-
tleman from Ohio [Mr. HOKE] for the
contribution he has made to this de-
bate.
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Mr. BROWN of California. Mr. Chair-
man, I move to strike the last word.

Mr. Chairman, I move to strike the
requisite number of words.

Mr. Chairman, I would think it would
be highly unfortunate that on this very
excellent amendment, which is fully
agreed to on both sides, we would not
have some extensive debate. Therefore,
I am taking this time in order to give
a portion of that debate in the hope
that other Members will be inspired to
get in and we can take up another hour
or two on this totally agreed to, non-
controversial amendment.

Let me say, first of all, that I share
the feelings of the gentlewoman from
California [Ms. HARMAN] who just
spoke about the importance of subject-
ing large scale consortia to consider-
able analysis. We have been trying to
stay on top of the problems of consor-
tia in our committee now for several
years. We have held hearings on
Sematech and other similar types of
consortia in an effort to evolve rules
which will lead us to be able to judge
how effective these are.
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I think we are making good progress
on that, and it is my view that the
amendment of the gentleman from
North Carolina [Mr. VALENTINE], which
lays upon the department a duty to
continue this kind of analysis, actually
is something that they probably should
be doing in any event, as we seek to
evolve a more effective way of relating
to some of the problems of industry.

I think probably some of the Mem-
bers already know, and I am sure that
the gentleman from Ohio [Mr. HOKE]
and others who studied this know that
Sematech, which was initiated by the
Reagan administration in an effort to
be of assistance to the semiconductor
industry, was flawed in a number of
ways, which were pointed out in some
of the hearings that we had.

We want to correct those flaws. We
want to make the system work. We
think it is appropriate that industry
should be able to form the kind of con-
sortia which will benefit industry and
that government's role should be to re-
spond to the legitimate interests of in-
dustry to the fullest extent that they
can. I think this amendment will do
that.

I apologize if I have belabored this
unnecessarily, but I am hopeful that a
message will emanate from my re-
marks that we should not belabor non-
controversial amendments too much.

The CHAIRMAN. The question is on
the amendment offered by the gen-
tleman from North Carolina [Mr. VAL-
ENTINE].

The amendment was agreed to.

AMENDMENTS OFFERED BY MR. HOKE

Mr. HOKE. Mr. Chairman, I offer two
amendments, and I ask unanimous con-
sent that they be considered en bloc.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio?

There was no objection.

The CHAIRMAN. The Clerk will re-
port the amendments.

The Clerk read as follows:

Amendments offered by Mr. Hoke:

Page 52, line 20, through page 55, line 20,
strike section 322.

Page 55, line 21, redesignate section 323 as
section 322.

Page 3, amend the table of contents by
striking the item relating to section 322; and
by striking **Sec. 323.” and inserting in lieu
thereof “*See. 322.".

Page 124, lines 13 through 15, strike *‘of
which™ and all that follows through *‘322 of
this Act, and".

Mr. HOKE (during the reading). Mr.
Chairman, I ask unanimous consent
that the amendments be considered as
read and printed in the RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio?

There was no objection.

Mr. VALENTINE. Mr. Chairman, will
the gentleman yield?

Mr. HOKE. I yield to the gentleman
from North Carolina.

Mr. VALENTINE. Mr. Chairman, we
have information as to one amend-
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ment. I would ask the gentleman, do
we have copies of both of the amend-
ments?

Mr. HOKE. I would say to the gen-
tleman, I believe he has a copy of both
amendments. One is the authorizing
language that goes to title 5 of the bill.

Mr. VALENTINE. Mr. Chairman, I
thank the gentleman.

Mr. HOKE. Mr. Chairman, these
amendments represent one of the easi-
est spending cut votes that Members
will be able to cast this year. My
amendment strikes section 322 of H.R.
820, permitting the Commerce Depart-
ment to set up new large-scale tech-
nology research and development con-
sortia in partnership with industry.

The authors of this section have au-
thorized $100 million in fiscal year 1995
to begin the effort, but they have also
included language in section 322 which
mandates a minimum Federal commit-
ment of no less than $30 million to each
of the select consortia, and allows the
Government to continue funding at
that level for up to 7 years.

Assuming that the Commerce De-
partment elects to fund only one con-
sortium and the Senate does not limit
the number, this part of H.R. 820 alone
could make the taxpayers liable for as
much as an additional $210 million.

Mr. Chairman, I think, instead of be-
ginning with my own arguments about
the section 322, we really ought to see
how little support it has, both within
the committee itself, the subcommit-
tee itself, as well as from the adminis-
tration, because the fact is that we just
passed by voice vote an amendment
which significantly changes the lan-
guage and the mandate that goes to
the Secretary of Commerce. We have
changed the language that '‘the direc-
tor shall establish a program' to say-
ing that ‘‘the director may establish a
program.’

Why have we dome that? We have
done that because my friends on the
other side of the aisle recognize that
the administration is not really asking
for this amendment to be passed. They
do not want section 322 as part of this
bill, and that was why the gentleman
from North Carolina [Mr. VALENTINE]
offered his earlier amendment which
was just passed.

Why is it that the administration is
not in favor of making this a priority
of their economic program at this
time? I will tell the Members why. The
fact is that these kinds of consortia
just do not work very well. If the Mem-
bers try to find a line item in the Clin-
ton budget for the establishment of a
large-scale technology R&D consortia,
they will not find it. They will find one
that was proposed for an environ-
mentally clean automobile, they have
proposed one for a fiber optic informa-
tion highway, they have proposed one
for the Energy Department’s national
laboratories, but they have not pro-
posed one for section 322.
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This invitation to enlarge govern-
ment did not tempt the administra-
tion. Let me cite the arguments of in-
dustry with respect to this. None of the
witnesses who came before the Sub-
committee on Technology, Environ-
ment and Aviation of the Committee
on Science, Space, and Technology in
hearings this year chose to testify ex-
plicitly on behalf of section 322. Not
even the chairman of Sematech, who
presides over the largest government-
industry consortium, mentioned sec-
tion 322 in his February 17 testimony
before the Subcommittee on Tech-
nology, Environment and Aviation.

Therefore, although I am offering the
amendment, I would suggest that the
members do not have to listen to me
about it at all, that they would do bet-
ter to listen to the authors of 322 them-
selves as they chip away progressively
at their own language; listen to the
Clinton administration as it speaks
loudly with silence with respect to it,
clearly not making it a priority; and
listen to industry as it says nothing
about a section that was supposedly de-
signed to help the private sector.

If we listen long enough we come up
with one more question: Why should
Congress invite the Commerce Depart-
ment to add another $200 million to the
deficit, only for an unwanted, nonexist-
ent program that will assist none of
our constituents, at least for the next
fiscal year and probably beyond.

Mr. Chairman, none of these develop-
ments should surprise us, because inno-
vations in U.S. technology have never
occurred primarily through Govern-
ment patronage. They have occurred
through imaginative companies re-
sponding to market changes. This fact
even applies to Japan, and it does not
apply only in Japan, it applies every-
where that markets exist.

According to a study that was done
by a scholar at the American Enter-
prise Institute, the Japanese industries
that have encountered the greatest
success over the past 30 years——

The CHAIRMAN. The time of the
gentleman from Ohio [Mr. HOKE] has
expired.

Mr. HOKE. Mr. Chairman, I ask
unanimous consent that I may have 3
additional minutes.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio?

Mr. VALENTINE. Mr. Chairman, re-
serving the right to object, and I do not
know that I will object, but I would beg
the gentleman and the Members on the
other side to cooperate with us. This is
not altogether an open rule. We call it
an open rule, but this is a rule on per-
petuity.

Everybody here can get 5 minutes,
every Member. Therefore, I suggest
that to go beyond that seems to be tak-
ing a lot for granted Mr. Chairman.

Mr. Chairman, I withdraw my res-
ervation of objection.
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The CHAIRMAN. Is there objection
to the request of the gentleman from
Ohio?

There was no objection.

Mr. HOKE. Mr. Chairman, we do not
need section 322. The most inefficient
sectors of the Japanese economy, the
steel, the oil, the rail, the telephone in-
dustries, have all struggled under
heavy public subsidization or outright
ownership. The greatest successes that
the Japanese have encountered have
not been in any of those areas that
have been subsidized that way.

Mr. Chairman, we do not need this
section. We cannot afford this section.
The Clinton administration does not
want this section. If 820 is going to be-
come law, let us at least place it on the
President's desk without a section like
this, one which simply adds weight in-
stead of substance to the bill.

The last observation that I would
like to make is that we are nibbling
around the edges so much with some-
thing like this. If we really wanted to
make a difference, in 1993 the capital
gains tax in this country will actually
raise $34 billion. By eliminating the
capital gains tax, that would put $34
billion back into the hands of people
who would make exactly the kinds of
investments we are suggesting here,
much better in the private sector than
through the public sector.
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Finally, I would like to thank very
much the gentlewoman from California
for her kind comments.

Mr. VALENTINE. Mr. Chairman, I
rise in opposition to the amendment.

Mr. Chairman, while I have tried
hard to work with the gentleman to ac-
commodate his concerns with large
scale consortia, we have a fundamental
difference of opinion concerning wheth-
er or not the Department of Commerce
should be involved in large scale efforts
with U.S, industry.

U.S. industry faces unprecedented,
costly, Government-aided challenges in
many technological fields. Europe and
Japan have poured resources into a
wide variety of initiatives, some of
which have borne fruit and some of
which have not. We have successfully
met some of these challenges, usually
through the Department of Defense.
Sematech, despite what our Republican
colleagues may say, has been credited
by the Semiconductor Industry Asso-
ciation and the Semiconductor Equip-
ment Manufacturers International
[SEMI] as a major contributor to the
turnaround of both of these industries.
Before Sematech was proposed by in-
dustry to government, many of our
major chipmakers were on the ropes
and equipment manufacturers were
going out of business right and left.
Now that the results of Sematech are
being felt, companies like Intel and
AMD had record profits in 1992. Intel
was able to buy 80 percent domestic
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equipment for its last fab; a few years
ago that figure was 20 percent.
Sematech’s concentration on assuring
strong suppliers to the semiconductor
industry is a major success story.

Another widely misunderstood vic-
tory for large-scale U.S. Government-
industry cooperation is high definition
systems. This is a topic we championed
in the late 1980's in our committee
when it became obvious that digital
electronics was making an opening for
our companies. While the furor over in-
dustrial policy was occurring, Darpa
quietly spent $200 million to make
these concepts a reality. Yes, U.S. Gov-
ernment funds played a big role in our
resurgence in this field. Darpa now is
investing hundreds of millions of dol-
lars in other largely civilian tech-
nologies including flat panel displays
and x-ray lithography.

The purpose of the provision Mr.
Hoke tries to limit is to provide a civil-
ian alternative for the Government
role in these programs. We badly need
a civilian technology agency which can
infuse civilian values into these efforts
and which can cooperate with Darpa
when the projects like Sematech have
major civilian and defense con-
sequences. Setting an artificial cap of
$50 million ignores the reality that
U.S. efforts to gain a position in the in-
dustries of the future are expensive.
Most of the major consortia which
have begun in the last several years
both here and abroad cost well over $50
million per year.

Voting for the Hoke amendment is
saying, ves we do want to complete,
but first let us tie one hand behind our
backs so we don't compete very well.
My colleagues, the time when we could
win economically with a second-class
effort is long gone. Defeat the Hoke
amendment so we can get on with the
job of keeping America a great manu-
facturing nation.

Mr. WALKER. Mr. Chairman, I rise
in favor of the amendment.

Mr. Chairman, we have now heard it
described that the reason why we
ought to do these large-scale consortia
that the gentleman from Ohio wants to
strike is because of the success of
Sematech, that Sematech has been this
huge success, and if we only would rep-
licate that over and over again we
would be able to get U.S. competitive-
ness back into the realm of world com-
petition. Well, I think we better again
raise a few questions about that. We
raised some questions in the commit-
tee about whether or not Sematech had
really been successful in their pro-
motion of D-RAM technology.

But let us look at some more recent
information about what is really hap-
pening over there and decide whether
or not Sematech or this bill has any-
thing to do with reality. Sematech,
prior to its current leadership, with-
held state-of-the-art semiconductor
manufacturing equipment from those
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people who were not members. This
tended to hurt the small semiconduc-
tor manufacturers. So the small guys
out there were basically being shoved
aside by Sematech, and so small Amer-
ican manufacturers were being dis-
advantaged.

Members want to know why just a
few minutes ago we tried to get middle-
class small business included. It is be-
cause concerns like Sematech have
been purposely excluding them.

And then what we find is Sematech
also began to lose membership, and
most recently one of the single largest
recipients of a Sematech funding, GCA,
which is a lithography company, went
up for sale, and it is conceivable, in
fact, press reports indicate that it is
reality that the buyer of GCA that has
gotten all of this taxpayer money is
going to go to a foreign company. What
that means is that Sematech is now
out looking for some other kind of li-
thography equipment, and guess who
they signed up with? Canon, which is
Japan's largest manufacturer of lithog-
raphy equipment.

If that is the case, if Sematech, this
great success story, is now going to the
Japanese to get what they need, the
fact is that under our bill they would
not be able to do that. Our bill has ex-
cluded people from allowing them to
make those kinds of deals, and so if our
bill is supposed to replicate Sematech,
we have already destroyed that which
Sematech is finding they are having to
do in order to be successful.

This tells you something about the
fact that if we are truly going to save
American technology with this kind of
stuff, we are not going to get there
with this bill. And certainly the
Sematech experience also leaves some-
thing to be desired.

Then let me point out one other
thing we just learned yesterday. It
turns out that the Hampshire Co. of
New York, which is a joint venture
partner with McDonnell Douglas, and
received a first-round ATP program
award of a little over $1 million, well,
sorry folks, our record of picking win-
ners does not look very good. They
went belly-up. When we checked yes-
terday, the Hampshire Co. NIST said
they have closed. They are no longer
open. They think that some other com-
pany is going to take over the work
done by this joint venture, but sorry
about that, we did not pick very well.
I mean, I think it is nice if someone is
going to take over the work, but the
fact of the matter is the taxpayer has
invested money in this failed venture,
and may not get any return whatsoever
on the investment we made. This is 1
failure out of the first 10 ATP grants
awarded in the first round in 1991.

Proponents of the bill are saying
well, we expect some failures. That
may be. But when we talk about large-
scale consortia like is being talked
about in this particular bill, what we
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are talking about is millions of dollars
being invested in one firm, and it
should give us all pause.

Let us go back to the GCA that is
selling out. We find out that the presi-
dent of Sematech said they put $30 mil-
lion into that venture, and it turns out
that the electronic news publication,
one of the most respected publications
in the business, said it spent a lot more
than that, and the Member of Congress
who represents that district has esti-
mated that it may have been as high as
$90 million that went into that one
firm, one firm, $90 million, boom, went
under. We do not know. We are going
to have to go out and make deals with
the Japanese, and what are we doing?
We find out that the first round of ATP
grants has at least one, 10 percent of
them that are already under and not
likely to be revived.

Picking winners and losers in busi-
ness is not something we ought to be
doing. The gentleman from Ohio is ab-
solutely right. The best way to get U.S.
competitiveness is to get the Govern-
ment out of this business and assure
that the markets pick the winners and
the losers. They will do as good a job if
not a better job than what Sematech
has shown up until now.

Ms. HARMAN. Mr. Chairman, I move
to strike the requisite number of
words. I have several comments. First,
I rise in opposition, sadly, to the Hoke
amendment. I had hoped that by the of-
fering of the immediate last amend-
ment we would have been done with
this issue, because the last amend-
ment, as we all know, makes the
grants to consortia discretionary with
the Secretary of Commerce.
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I believe that that is the right ac-
commodation of the point of view just
offered that some of these consortia
may not be successful.

But at any rate, some comments
have just been made by the gentleman
from Pennsylvania about Sematech
which I believe are inaccurate, and I
would like to put the facts before us. It
is not the case that the lithography
technology was sold to Canon, a Japa-
nese company. Canon has licensed
Sematech’s technology, and the license
is with the Silicon Valley group which
was not a large-scale company and was
about to go bankrupt until Sematech
was able to help it.

We could debate for hours the suc-
cesses of each individual consortium,
but there certainly are many in this
country that are successful.

What I would like to suggest is that
it is not just a question of the success
of U.S. consortia, because, remember,
for the future, the approval of any of
these will be discretionary, but it is
also the fact that a lot of the competi-
tive enterprises overseas in Europe and
Japan have been developed by means of
consortia.
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If the United States wants to com-
pete effectively in the world market,
we have to be able to do what our Eu-
ropean and Japanese competitors can
do, and let me just offer some facts:
Over the period 1984-93, the govern-
ments of the Buropean Community will
spend about $25 billion on R&D consor-
tia, on technologies that include tele-
communications and computers, indus-
trial technologies, enabling tech-
nologies, advanced materials and bio-
technology, and in addition, over the
past 30 years, the Japanese Govern-
ment has supported over 30 consortia.

I would offer again the point that the
amendment offered by the gentleman
from Ohio [Mr. HOKE] would eliminate
the opportunity for our Government to
fund or to cost-share the large-scale
consortia necessary to make us com-
petitive in the global marketplace.

I reluctantly oppose it because I had
hoped this whole committee, on a bi-
partisan basis, would come to agree-
ment on this issue.

The CHAIRMAN. The question is on
the amendments offered by the gen-
tleman from Ohio [Mr. HOKE].

The question was taken; and the
Chairman announced that the noes ap-
peared to have it.

RECORDED VOTE

Mr. HOKE. Mr. Chairman, I demand a
recorded vote.

A recorded vote was ordered.

The vote was taken by electronic de-
vice, and there were—ayes 176, noes 234
not voting 27, as follows:

[Roll No. 163]
AYES—178

Allard Duncan Johnson (CT)
Applegate Dunn Johnson, Sam
Archer Emerson Kasich
Armey Everett Kim
Bachus (AL) Ewing King
Baker (CA) Fawell Kingston
Baker (LA) Fields (TX) Klug
Ballenger Fish Knollenberg
Barrett (NE) Fowler Kolbe
Bartlett Franks (CT) Kyl
Barton Franks (N.J) Lazio
Bereuter Gallo Levy
Bilirakis Gekas Lewis (CA)
Bliley Gilchrest Lewis (FL)
Blute Gillmor Lightfoot
Boehner Gilman Linder
Bonilla Gingrich Livingston
Bunning Goodlatte Machtley
Burton Goodling McCandless
Buyer Goss McCollum
Callahan Grams McCrery
Calvert Grandy McDade
Camp Greenwood McHugh
Canady Gunderson Melnnis
Castle Hancock McKeon
Clement Hansen McMillan
Clinger Hastert Meyers
Coble Hefley Mica
Collins (GA) Herger Michel
Combest Hoagland Miller (FL)
Condit Hobson Molinari
Cox Hoekstra Moorhead
Crane Hoke Morella
Crapo Horn Myers
Cunningham Houghton Nussle
Darden Hunter Oxley
DeLay Hutchinson Packard
Diaz-Balart Hyde Paxon
Dickey Inglis Penny
Doolittle Inhofe Peterson (MN)
Dornan Istook Petri
Dreier Jacobs Pombo

Porter
Portman
Pryce (OH)
Quillen
Quinn
Ramstad
Ravenel
Regula
Ridge
Roberts
Rogers
Rohrabacher
Ros-Lehtinen
Roth
Roukema
Royce
Santorum

Abercrombie
Ackerman
Andrews (ME)
Andrews (NJ)
Andrews (TX)
Bacchus (FL)
Baesler
Barcia
Barlow
Barrett (WI)
Becerra
Beilenson
Bentley
Bérman
Bevill
Bilbray
Bishop
Blackwell
Boehlert
Bonior
Borski
Boucher
Brewster
Brooks
Browder
Brown (CA)
Brown (FL)
Brown (OH)
Byrne
Cantwell
Cardin

Carr
Chapman
Clayton
Clyburn
Coleman
Collins (IL)
Collins (MI}
Conyers
Cooper
Copperamith
Costello
Coyne
Cramer
Danner

de Lugo (VI)
Deal
DeFazio
DeLauro
Derrick
Deutsch
Dicks
Dingell
Dixon
Dooley
Durbin
Edwards (CA)
Edwards (TX)
Engel
English (AZ)
English (OK)
Eshoo

Evans

Fazio

Fields (LA)
Filner
Fingerhut
Flake
Foglietta
Ford (MI)
Ford (TN)
Frank (MA)
Frost

Furse
Gejdenson
Geren
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Saxton Stump
Schaefer Sundquist
Schiff Talent
Sensenbrenner Taylor (NC)
Shaw Thomas (CA)
Shays Thomas (WY)
Shuster Torkildsen
Skeen Upton
Smith (MI) Vucanovich
Smith (NJ) Walker
Smith (OR) Walsh
Smith (TX) Weldon
Snowe Wolt
Solomon Young (AK)
Spence Young (FL)
Stearns Zimmer
Stenholm

NOES—234
Gibbons Nadler
Glickman Natcher
Gonzalez Neal (MA)
Gordon Norton (DC)
Green Oberstar
Gutierrez Obey
Hall (OH) Olver
Hall (TX) Ortiz
Hamburg Orton
Hamilton Owens
Harman Pallone
Hastings Parker
Hayes Pastor
Hefner Payne (NJ)
Hilliard Payne (VA)
Hinchey Pelosi
Hochbrueckner Peterson (FL)
Holden Pickett
Hughes Pickle
Hutto Pomeroy
Inslee Poshard
Jefferson Price (NC)
Johnson (GA) Rahall
Johnson (SD) Rangel
Johnson, E.B. Reed
Johnston Reynolds
Kanjorski Richardson
Kaptur Roemer
Kennedy Rostenkowskl
Kennelly Rowland
Kildee Roybal-Allard
Kleczka Rush
Klein Sabo
Klink Sanders
Kopetski Sangmeister
Kreidler Sawyer
LaFalce Schenk
Lambert Schroeder
La
Lantos Scott
LaRocco Serrano
Laughlin Bharp
Levin Shepherd
Lewis (GA) Sisisky
Lipinski Skages
Lioyd Skelton
Long Slaughter
Lowey Smith (IA)
Maloney Spratt
Mann Stark
Manton Stokes
Margolies- Strickland

Mezvinsky Studds
Markey Swett
Martinez Swift
Matsui Synar
Mazzoli Tauzin
McCloskey Taylor (MS)
McCurdy Tejeda
McDermott Thompson
McHale Thornton
McKinney Thurman
McNulty Torres
Meehan Traficant
Meek Underwood (GU)
Menendez Unsoeld
Mfume Valentine
Miller (CA) Velazquez
Mineta Vento
Minge Visclosky
Mink Volkmer
Moakley Washington
Mollohan Waters
Montgomery Watt
Moran Waxman
Murtha Wheat
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Whitten Woolsey Yates
Williams Wyden
Wise Wynn
NOT VOTING—27

Bateman Hoyer Sarpalius
Bryant Huffington Slattery
Clay Leach Stupak
de la Garza Lehman Tanner
Dellums Manzullo Torricelll
Faleomavaega Murphy Towns

(AB) Neal (NC) Tucker
Gallegly Romero-Barcelo  Wilson
Gephardt (PR) Zeliff
Henry Rose
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Ms. CANTWELL and Ms. BROWN of
Florida changed their vote from ‘“‘aye”
to “no."

Mrs. JOHNSON of Connecticut
changed her vote from ‘‘no" to ‘‘aye.”

So the amendments were rejected.

The result of the vote was announced
as above recorded.

ANNOUNCEMENT OF FINANCIAL DISCLOSURE

DEADLINE

(By unanimous consent, Mr.
MCDERMOTT was allowed to speak out
of order for 1 minute.)

Mr. McDERMOTT. Mr. Chairman, I
rise to remind Members and senior
staff that financial disclosure state-
ments must be filed with the Office of
Records and Registration by the close
of business on Monday, May 17. That is
this coming Monday.

If you have any questions regarding
financial disclosure matters the staff
of the Committee on Standards of Offi-
cial Conduct is available to answer
them at 57103 or 53787.

Any request for extension of the fil-
ing deadline must be received by the
committee prior to close of business on
May 17.

Mr. VALENTINE. Mr. Chairman, I
move that the committee do now rise,

The motion was agreed to.

Accordingly, the Committee rose;
and the Speaker pro tempore (Mr. GOR-
DON) having assumed the chair, Mr.
LANCASTER, chairman of the Commit-
tee of the Whole House on the State of
the Union, reported that that Commit-
tee, having had under consideration
the bill (H.R. 820) to amend the Steven-
son-Wydler Technology Innovation Act
of 1980 to enhance manufacturing tech-
nology development and transfer, to
authorize appropriations for the Tech-
nology Administration of the Depart-
ment of Commerce, including the Na-
tional Institute of Standards and Tech-
nology, and for other purposes, had
come to no resolution thereon.

PERSONAL EXPLANATION

Mr. STUPAK. Mr. Speaker, I was un-
avoidably absent when the House cast
votes 162 and 163 as I was attending a
regional hearing and site visit of the
Base Closure and Realignment Com-
mission in Michigan.

These hearings relate to the poten-
tial closure of K.I. Sawyer Air Force
Base, a matter of utmost concern to



9936

Michigan's First Congressional Dis-
trict. If I had been pesent, I would have
voted “‘nay’’ on votes 162 and 163.

———————

REPORT ON HR. 2118, SUPPLE-
MENTAL APPROPRIATIONS FOR
FISCAL YEAR ENDING SEPTEM-
BER 30, 1993

Mr, NATCHER, from the Committee
on Appropriations, submitted a privi-
leged report (Rept. No. 103-91) on the
bill (H.R. 2118) making emergency sup-
plemental appropriations for the fiscal
year ending September 30, 1993, and for
other purposes, which was referred to
the Union Calendar and ordered to be
printed.

Mr. GALLO reserved all points of
order on the bill.

R —

LEGISLATIVE PROGRAM

(Mr. SOLOMON asked and was given
permission to address the House for 1
minute.)

Mr. SOLOMON. Mr, Speaker, I have
asked for this time to engage the gen-
tleman from Maryland in a collogquy
about the schedule for the remainder of
the day and perhaps even next week,
and I yield to the gentleman for that
purpose.

Mr. HOYER. Mr. Speaker, I thank
the gentleman for yielding to me.

I would say that we have finished our
business for today. We expect no fur-
ther votes today. That is assuming we
do not have an adjournment vote or
something of that nature.

Mr. SOLOMON. We will try to see to
that.

Mr. HOYER. We do not have
scheduled votes.

There will be no legislative business
on Monday.

We will go in Tuesday at noon and we
will have three suspensions:

H.R. 2034, Veterans’ Health Programs
Amendments of 1993;

H.R. 1934, Federal Maritime Commis-
sion Reauthorization; and

H.R. 1189, Armored Car Industry Rec-
iprocity Act.

On Wednesday, May 19, and the bal-
ance of the week we will have consider-
ation of the National Competitiveness
Act, hopefully to complete consider-
ation of that bill which has been on the
floor today.

Then H.R. 1159, the Passenger Vessel
Safety Act, which will be subject to a
rule, of course. Then we will take up
the fiscal year 1993 General Supple-
mental Appropriations bill.

We will then have a resolution (S.J.
Res. 45) which will authorize United
States forces in Somalia.

Then last, H.R. 873, the Gallatin
Range Consolidation and Protection
Act, which was a suspension we pre-
viously had on the floor.

Mr. SOLOMON. Mr. Speaker, if I
might just ask the gentleman, there
are no votes on Monday, and there are
three suspensions on Tuesday?

any
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Mr. HOYER. That is correct.

Mr. SOLOMON. What is the likeli-
hood of votes on Tuesday, and how
early might they come?

Mr. HOYER. Well, I really cannot re-
spond as to how likely votes are, but if
there are votes, it would be my pre-
sumption that they would certainly be
after 1:30 or 2 o’clock, not before.

Mr. SOLOMON. I see. And the origi-
nal schedule that I saw said we were
coming in at 10. That has been
changed, and on Wednesday we will be
coming in at noon on Wednesday?
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Mr. HOYER. We are going to be com-
ing in at noon, yes. We will ask for
unanimous consent after this.

Mr. SOLOMON. And I notice that the
general supplemental appropriation
bill is scheduled. It does not make
mention of the need for a rule, and I as-
sume that that bill is going to be
brought right directly to the floor.

Mr. HOYER. I believe that the chair-
man is not on the floor, but it is my
understanding the chairman will be
bringing that bill, under the rules, di-
rectly to the floor. |

Mr. SOLOMON. I wonder how much
debate time he might be asking for
under a unanimous consent. Does any-
one know that?

Mr. HOYER. I do not know. I am sure
that the chairman will discuss that
with the ranking member, in addition
to the minority leadership.

Mr. SOLOMON. We appreciate that
very much.

And just lastly, there is no mention
made of votes on Friday. Could the
membership expect votes on Friday?

Mr. HOYER. We do not know the an-
swer to that question. We are hopeful
that there will not be the necessity to
have votes on Friday, but we cannot
now tell Members that there will be no
votes on Friday.

Mr. SOLOMON. Mr. Speaker, I thank
the gentleman from Maryland [Mr.
HoYER] for enlightening us, and I hope
the gentleman has a nice weekend.

Mr. HOYER. Mr. Speaker, I recip-
rocate those wishes to the gentleman
from New York [Mr. SOLOMON].

HOUR OF MEETING ON
WEDNESDAY, MAY 19, 1993

Mr. HOYER. Mr. Speaker, I ask
unanimous consent that when the
House adjourns on Tuesday, May 18,
1993, it adjourn to meet at noon on
Wednesday, May 19, 1993.

The SPEAKER pro tempore (Mr.
GORDON). Is there objection to the re-
quest of the gentleman from Maryland?

There was no objection.

ADJOURNMENT FROM THURSDAY,
MAY 13, 1993, TO MONDAY, MAY
17, 1993
Mr. HOYER. Mr. Speaker, I ask

unanimous consent that when the
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House adjourns today, it adjourn to
meet at noon on Monday next.

The SPEAKER pro tempore. Is there
objection to the reguest of the gen-
tleman from Maryland?

There was no objection.

DISPENSING WITH CALENDAR
WEDNESDAY BUSINESS ON
WEDNESDAY NEXT

Mr. HOYER. Mr. Speaker, I ask
unanimous consent that the business
in order under the Calendar Wednesday
rule be dispensed with on Wednesday
next.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Maryland?

There was no objection,

e ————

APPOINTMENT AS MEMBERS OF
DELEGATION TO ATTEND MEET-
ING OF THE CANADA-UNITED
STATES INTERPARLIAMENTARY
GROUP

The SPEAKER pro tempore. Without
objection, and pursuant to the provi-
sions of 22 U.8.C. 276d, the Chair an-
nounces the Speaker’s appointment as
members of the United States delega-
tion to attend the meeting of the Can-
ada-United States interparliamentary
group the following Members of the
House: Mr. JOHNSTON of Florida, Chair-
man; Mr. LAFALCE of New York, Vice
Chairman; Mr. OBERSTAR of Minnesota;
Mr. GIBBONS of Florida; Mr. WILLIAMS
of Montana,; Mr. PETERSON of Min-
nesota; Mr. HASTINGS of Florida; and
Mr. KOLREE of Arizona.

There was no objection.

————

A “TRUST" FUND?

The SPEAKER pro tempore (Mr.
FRANK of Massachusetts). Under a pre-
vious order of the House, the gen-
tleman from Maryland [Mr. BARTLETT]
is recognized for 5 minutes.

Mr. BARTLETT of Maryland. Mr.
Speaker, I understand that our Presi-
dent has recommended a trust fund to
put the taxes in that we really should
not be increasing to pay off the debt. I
have several comments relative to this:

First of all, Mr. Speaker, a trust
fund? This implies that somebody has
trust if they are going to set up a trust
fund. What has happened to every
other trust fund in our Treasury now is
that the fund has been raped, it has
been exploited, it is not there. Why
should the voters feel that that trust
fund would be any different than any
other trust fund?

Second, Mr. Speaker, Milton Fried-
man has pointed cut, which is true and
history bears it out, that every time
we increase taxes we increase the defi-
cit. That is true because, as he says,
Government will spend all the money
it is given plus as much more as it can
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get away with. When we increase taxes,
we are simply going to increase the
deficit, and, if we put those taxes in a
so-called trust fund, that is not going
to decrease the deficit because with our
right hand we may pay off a little of
the debt, but with our left hand we are
going to borrow more money in order
to fund the increased spending that is
bound to result as a result of increased
taxes.

Furthermore, Mr. Speaker, even if it
were legitimate, why do we need a
trust fund? We are like a family that
has about 20 credit cards run up to the
max, so the wife says to the husband,
“Why don't we set up a savings account
to put our money in to pay off these
credit card accounts?’’

I say, “'If you got money coming in,
pay off the accounts. If the intent is to
really use this money to pay off the
debt, then pay off the debt. You don't
need a trust fund, you don't need a sav-
ings account, to pay off the debt.”

The whole thing obviously is dis-
ingenuous, it is a gimmick, it is a
sham, and I think almost everyone in
America finds it is transparent.

WHY H.R. 820 IS A BAD BILL

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from California [Mr. KiM] is
recognized for 5 minutes.

Mr. KIM. Mr. Speaker, today we were
asked to vote on a competitiveness bill
which adds $1'2 billion to our deficit
over the next 2 years.

When are we going to learn that we
don’t get more competitive by going
deeper and deeper into debt?

This administration is not listening
to the American people. Americans
want debt reduction. Not a bigger and
bigger deficit. This bill adds $1% billion
of future deficit. The bottom line is
that this bill costs too much. This bill
is bad fiscal policy.

Let's fact it. This bill authorizes
massive new spending that flies in the
face of debt reduction. If we wanted to
make American competitiveness, we
should be passing bills to cut the cost
of this huge Federal bureaucracy—we
would be working to balance the Fed-
eral budget—we certainly would not be
standing here today voting on a bill
that increases the deficit by $1%% bil-
lion. We would be working for tax cuts
not tax increases.

Because new taxes mean higher
prices which means we are less com-
petitive, this great country of ours will
only become more competitive by low-
ering prices and raising productivity.
But neither of these will ever be ac-
complished by burying businesses in
more taxes and more regulations.

If we were truly committed to re-
turning America to her rightful place
as No. 1 in competitiveness around the
world, then we would be passing an in-
dexed capital gains tax capped at 20
percent.
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It is ludicrous to think that we will
be more competitive with a bigger defi-
cit and higher taxes.

H.R. 820 is misnamed. We should call
it the national increase the deficit act.
The administration and the authors of
this bill have offered taxpayers a hoax.
You can't make a silk purse out of a
pig’'s ear. This bill adds to our deficit,
no matter how you look at it.

There is a hard core in this Congress
who are dedicated to spending the
hard-earned tax dollars provided by
wage earners, small businesses and re-
tired persons on fixed incomes.

I just answered a letter from a T1-
year-old gentleman who said he would
pay higher taxes if his tax money went
to retire the national debt.

Mr. Speaker, how could I possibly
vote for H.R. 820 and then look this old
gentleman in the eye? H.R. 820 is a bad
bill I urge you to vote *‘no."

———
0 1320

TAXPAYER DEBT BUYDOWN

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Pennsylvania [Mr. WALK-
ER] is recognized for 5 minutes.

Mr. WALKER. Mr. Speaker, some
months ago the Senator from New
Hampshire [Mr. SMITH] and I, created a
concept known as taxpayer debt
buydown. The idea was to allow people
to voluntarily take some of the money
that they were already paying in taxes,
put it into a fund to buy down the na-
tional debt, and then for every dollar
put into debt buydown, one dollar
would have to be subtracted from
spending, thereby getting you both
debt reduction and deficit reduction at
the same time.

To assure people that that was not a
gimmick of some sort we had that par-
ticular plan scored by the Congres-
sional Budget Office. In other words,
we had the Congressional Budget Office
look at it to find out whether or not it
would result in real savings.

The Congressional Budget Office took
a look at it and said if it worked opti-
mally, that this plan would in fact re-
duce the budget deficit so much that
within 6 years you would end up bal-
ancing the Federal budget, and within
15 years totally abolish the entire na-
tional debt.

I make the point about this taxpayer
debt buydown concept because in some
ways some people may think it sounds
remarkably similar to what President
Clinton talked about yesterday when
he talked about setting aside a trust
fund for deficit reduction.

Let me tell you there is absolutely
no relationship between the two. The
deficit reduction trust fund that the
President talked about yesterday is
precisely the kind of gimmick that
those of us who are really concerned
about this issue were always afraid
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someone would come forward with. In
other words, all he does is say we are
going to set money aside in a fund that
is going to be used for deficit reduc-
tion, but he offers no spending cuts. If
you do not have the same amount of
spending cuts as you have deficit re-
duction, you have nothing.

In the case of the President’s pro-
gram, he ends up with nothing. There
is no trust in his trust fund because it
simply takes an accounting gimmick
and makes it sound as though he is
doing something for deficit reduction.

If in fact you want something to
work, the money that is paid into the
fund has to go for something real. In
the case of the taxpayer debt buydown
fund created by Senator SMITH and my-
self, what we have done is have the
money used for specifically buying
down the debt, and then we force Con-
gress to subtract the same amount in
spending. If Congress does not do the
job, we require across-the-board cuts in
the accounts of Government in order to
achieve the savings., So you always get
the savings at the end of the year.

Now, the reason why the Clinton ad-
ministration would not come forward
with a plan like that is it requires real
spending cuts, spending cuts on the
order of $40 billion to $50 billion a year
to implement that kind of a plan. That
is more than what they have been will-
ing to talk about. In fact, they have
not been willing to talk about any
spending cuts in the first year. They
load all of their spending cuts into
what we call the outyears, out in 1998
and 1999. That just happens to follow
after the next presidential election.
Everybody knows that is a phony.

They then come along with a new
phony gimmick of a trust fund for defi-
cit reduction. It just will not sell. The
American people are anxious to do
something that is real. They will in
fact set aside money. If you gave them
the opportunity to have a 10-percent
checkoff on their tax form for debt re-
duction, I am assured that 70 to 75 per-
cent of the American people would
probably participate in that kind of a
program and we would really begin to
have the debt bought down and begin
to get at spending. But they are tired
to death of the phoniness that comes
out of Washington, of politicians read-
ing polls and then trying to find some
kind of gimmick that will allow them
to sound like they are doing what the
American people are asking them
to do.

Mr. Speaker, it is high time we begin
to do for real what the American peo-
ple are asking us to do for real—cut the
debt, for real cut the deficit, for real
cut spending, and use the taxpayers'
money responsibly for real. If we can-
not do that, then the American people
have every reason to say, ‘‘You are all
phonies, and you all should go."
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STUDY SHOWS GENERIC DRUGS
DRAMATICALLY FIGHT HEALTH
INFLATION

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from California [Mr. STARK] is
recognized for 5 minutes.

Mr. STARK. Mr. Speaker, generic pharma-
ceutical products, when available, allow con-
sumers lo escape brand name prescription
drug price gouging. In a decade that saw
brand name prescription drug prices shoot
through the roof, the generic industry has op-
erated in a competitive marketplace, offering
consumers some real health care expenditure
relief.

A recent study prepared by the University of
Mississippi shows that wholesale generic drug
prices have decreased over the past 5 years,
while brand name drug prices have soared.
The study found that continual decreases in
selling prices is the norm for generic products.

The study finds that differences in market
competition are a result of brand name drugs
competing through product variation, whereas
generics compete on the basis of price. |
quote: “Due to the intensity of [generic] price
competition, generic pharmaceutical manufac-
turers have not enjoyed the same pricing free-
dom that the manufacturers of branded phar-
maceuticals have.”

| recently introduced legislation that would
promote awareness and usage of generic pre-
scription drugs. The bill, H.R. 916, creates a
Prescription Drug Prices Review Board, which
will disseminate information to consumers
about therapeutically equivalent alternatives to
excessively priced drugs.

To encourage greater price competition

among brand name drugs, the Board will have
the ability to recapture tax credits and/or de-
crease patent length of excessively priced
drugs.
The following charts represent the study's
findings. It should be noted that half of the
drugs which were tracked in the study have
been tracked by GAO and Families USA ana-
lysts in their respective drug price studies with
generally similar results.

TABLE 1.—BRANDED AND GENERIC PHARMACEUTICAL
PRODUCTS USED FOR THIS ANALYSIS

Brand Compound
propaxyp Compound G5MG,
. amitriptyline 25mg.
ibuprofen 400mg.
propranolol Nmf
hi 00mg.
tolazemide 100mg.
diazepam 5mg.
temazepam 15mg.
flurazepam 15mg.
. APAP wicodeine ¥3.
furosemide 20mg,
Price (dallars) Percent
change
Prescription drug W plice
1988 1989 1990 1951 1952 1988
2
2007 2188 2384 2607 416
455 455 535 569 -8
401 495 563 591 =07
22571 2404 2761 2761 339
088 083 09 104 168
132 142 142 142 15
1385 1385 1385 1449 45
23 2 2 2 —55.8
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Price (dollars) Percent
change

Prescription drug i e

988 1989 1930 1991 192 1988

" 92

65 465 —I65
94 5736 511
66 184 541
81 181 6.6
34 2655 52.1
24 13 0
Al 147 16.7
79 1898 3.7
324 335 —d13
388 43 452
41 4456 66.4
42 1 -309
5 1% -6
33 &N 804
61 361 547
9 495 517
3748 4134 .1
99 499 558
95 495 501
13 5369 68.4
08 408 —444
31 637 -156
89 1079 46.3
22 12 =39
A2 14 118
138 2309 637
21 321 -7

LEAVE OF ABSENCE

By unanimous consent, leave of ab-
sence was granted to:

Mr. MANZULLO (at the request of Mr.
MICHEL), for today, on account of offi-
cial business.

Mr. TANNER (at the request of Mr.
GEPHARDT), for today, on account of of-
ficial business.

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legis-
lative program and any special orders
heretofore, entered, was granted to:

(The following Members (at the re-
quest of Mr. BARTLETT of Maryland) to
revise and extend their remarks and in-
clude extraneous material:)

Mr. LIVINGSTON, for 60 minutes, on
May 19 and 20.

Mr. WALKER, for 5§ minutes, today.

Mr. THOMAS of Wyoming, for 5 min-
utes, on May 17.

Mr. HORN, for 20 minutes, on May 20.

(The following Members (at the re-
quest of Mr. ScoTT) to revise and ex-
tend their remarks and include extra-
neous material:)

Mr. RusH, for 5 minutes, today.

Mr. STARK, for 5 minutes, today.

Ms. WoOOLSEY, for 5 minutes, today.

EXTENSION OF REMARKS

By unanimous consent, permission to
revise and extend remarks was granted
to:

(The following Members (at the re-
quest of Mr. BARTLETT of Maryland)
and to include extraneous material:)

Mrs. ROUKEMA.

Mr. GOODLING.

Mr. MCCOLLUM.

Mr. ROHRABACHER.

Mr. SHUSTER.

Mr. HORN.

Mr. GILLMOR.
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(The following Members (at the re-
quest of Mr. ScoTT) and to include ex-
traneous matter:)

Mr. BECERRA.

Mr, OBEY.

Ms. ESHOO,

Mr, PASTOR.

Mr. GEJDENSON,

Mr. HILLIARD.

Mrs. LOWEY.

Mrs. SCHROEDER.

(The following Members (at the re-
quest of Mr. WALKER) and to include
extraneous matter:)

Mr. NADLER.

Mr. SHAYS.

Mr. RAMSTAD.

e ——

SENATE ENROLLED BILL SIGNED

The SPEAKER announced his signa-
ture to an enrolled bill of the Senate of
the following title:

S. 214. An act to authorize the construction
of a memorial on Federal land in the District
of Columbia or its environs to honor mem-
bers of the Armed Forces who served in
World War II and to commemorate U.S. par-
ticipation in that conflict.

ADJOURNMENT

Mr. MONTGOMERY. Mr. Speaker, I
move that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 1 o'clock and 25 minutes p.m.)
under its previous order, the House ad-
journed until Monday, May 17, 1993, at
12 noon.

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. NATCHER: Committee on Appropria-
tions. A report on Revised Subdivision of
Budget Totals for Fiscal Year 1993 (Rept. 103-
90). Referred to the Committee of the Whole
House on the State of the Union.

Mr. NATCHER: Committee on Appropria-
tions. H.R. 2118. A bill making supplemental
appropriations for the fiscal year ending
September 30, 1993, and for other purposes
(Rept. 103-91). Referred to the Committee of
the Whole House on the State of the Union.

Mr. MONTGOMERY: Committee on Veter-
ans' Affairs. H.R. 2034. A bill to amend title
38, United States Code, to revise and improve
veterans' health programs, and for other pur-
poses (Rept. 103-92). Referred to the Commit-
tee of the Whole House on the State of the
Union.

PUBLIC BILLS AND RESOLUTIONS

Under clause 5 of rule X and clause 4
of rule XXII, public bills and resolu-
tions were introduced and severally re-
ferred as follows:

By Mr. BECERRA (for himself, Mr.
CONYERS, Mr. EDWARDS of California,



May 13, 1993

Mr. GUTIERREZ, Mr. PASTOR,
SERRANO, and Mr. TORRES):

H.R. 2119. A bill to establish an Immigra-
tion Enforcement Review Commission: to
the Committee on the Judiciary.

By Mr. GOODLING:

H.R. 2120. A bill to prohibit the furnishing
of international security to countries that
consistently oppose the United States posi-
tion in the United Nations General Assem-
bly; to the Committee on Foreign Affairs.

By Mr. MINETA (for himself and Mr.
SHUSTER):

H.R. 2121, A bill to amend title 49, United
States Code, relating to procedures for re-
solving claims involving unfiled, negotiated
transportation rates, and for other purposes;
to the Committee on Public Works and
Transportation,

By Mr. HOEKSTRA:

H.R. 2122. A bill to extend until January 1,
1995, the existing suspension of duty on
bendiocarb; to the Committee on Ways and
Means.

H.R. 2123. A bill to suspend temporarily the
duty on N,N-dimethyl-N-(3-((methyl-
amino)jcarbonyl)oxy)phenyl) methani
idamide monohydrochloride; to the Commit-
tee on Ways and Means.

By Mr. KNOLLENBERG:

H.R. 2124. A bill to amend the Internal Rev-
enue Code of 1986 to limit the tax rate for
certain small businesses, and for other pur-
poses; to the Committee on Ways and Means.

By Mr. NADLER:

H.R. 2125. A bill to make an exception to
the United States embargo on trade with
Cuba for the export of medicines or medical
supplies, instruments, or equipment; to the
Committee on Foreign Affairs.

By Mr. SHAYS:

H.R. 2126. A bill to amend the Federal Elec-
tion Campaign Act of 1971; to the Committee
on House Administration.

By Mr. WELDON (for himself and Mr.
ANDREWS of New Jersey):

H.R. 2127. A bill to amend title IV of the
Social Security Act to establish a new com-
prehensive child welfare services program
under part E, to make other amendments to
the program under parts B and E, and for

Mr.
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other purposes; to the Committee on Ways
and Means.

ADDITIONAL SPONSORS

Under clause 4 of rule XXII, sponsors
were added to public bills and resolu-
tions as follows:

H.R. 26: Ms. ESHOO and Mr. RANGEL.

H.R. 349: Mr. Mica, Mr. QUINN, Mr. TRAFI-
CANT, and Mr. HOKE.

H.R. 357: Mr. INSLEE.

H.R. 513: Mr. McCLOSKEY, Mr., MINGE, Mr.
BLUTE, Mr. FRANKS of New Jersey, Mr. HORN,
Mr. HUFFINGTON, Mr. KINGSTON, Mr.
KNOLLENBERG, Mr. LEVY, and Mr. BARRETT of
Wisconsin.

H.R. 943: Mr, MaAzzoLl, Mr. SaBo, Ms.
FURSE, Mr. WILSON,- Mr. BARLOW, Mr.
McCLOSKEY, Mr. VENTO, and Mrs. KENNELLY.

H.R. 1009: Ms. SLAUGHTER.

H.R. 1105: Mr. TORKILDSEN, Mr. GILCHREST,
Mr. BALLENGER, Mr. FAWELL, Mr. MCCAND-
LEss, Mr. HANcockK, Mr. LIVINGSTON, Mr,
LIGHTFOOT, Mr. SOLOMON, and Mr. KIM.

H.R. 1142; Mr. HASTERT and Mr. WILLIAMS.

H.R. 1181; Mr. LEWIS of California.

H.R. 1222: Mr. MACHTLEY.

H.R. 1360: Mr. ToRRES, Mr. HASTINGS, and
Mr. JEFFERSON.

H.R. 1492: Ms. MOLINARI.

H.R. 1609;: Mr. SERRANO, Ms. DELAURO, Ms.
FURSE, AND Mr. RANGEL.

H.R. 1710: Mr. DICKEY, Mr. CALLAHAN, Mr.
INHOFE, Mr. COLLINS of Georgia, Ms. DUNN,
Mr. Upton, Mr. BLUTE, Mr. KINGSTON, Mr.
COBLE, Mr. CLINGER, Mr. CANADY, and Mr.
PETRL

H.R. 1762: Mr. McHUGH.

H.R. 1763: Mr. SWETT.

H.R. 1900: Mr. HOCHBRUECKNER, Mrs.
UNSOELD, Ms. PELOSI, Mr. VENTO, Mr. WAX-
MAN, Mr. FILNER, Mr. ROMERO-BARCELO, Mr.
ScHIFF, Ms. WOOLSEY, and Mr, SKAGGS.

H.R. 1911: Mr. RAVENEL, Mr. FRANK of Mas-
sachusetts, Mr. JoHNSON of South Dakota,
Mrs. THURMAN, Mr. ACKERMAN, Ms. BYRNE,
Mr. RANGEL, Mrs. CLAYTON, and Mr.
KOPETSKL

H.R. 1912: Mr. RAVENEL, Mr. SANDERS, Mr.
FRAKK of Massachusetts, Mrs. THURMAN, Ms.
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BYRNE, Mr. RANGEL, Mrs. CLAYTON, and Mr.
KOPETSKL

H.R. 2043: Mr. CLay, Mr. JAcoBs, Mr.
ENGEL, Mr. ACKERMAN, Mr. BoRrskl, and Mr.
BECERRA.

H.J. Res. 6: Mr. VISCLOSKY.

H.J. Res. 108: Mr. VENTO.

H.J. Res. 133: Mr. BEREUTER and Mr.
MINGE.

H.J. Res. 184: Mr. APPLEGATE, Mr. BARLOW,
Mr. CLAY, Mr. CLYBURN, Mr. DICKEY, Mr. EM-
ERSON, Mr. HORN, Mr. JAacoBs, Mr. KASICH,
Mr. OBERSTAR, Mr. ROGERS, Mr. ScorT, and
Mr. SISISKY.

H. Con. Res. 75: Mr. DELLUMS, Mr, HAST-
INGS, Mr. ENGEL, Mr. MILLER of California,
Mr. ACKERMAN, Mr. CooOPER, Mr. WYNN, Mr.
Towns, Mr. TUCKER, Mr. FOGLIETTA, Mr.
McCURDY, Mr. BEILENSON, Mr. WHEAT, Mrs.
UNSOELD, Mr. CLAYy, Ms. PELOSI, Mr. CON-
YERS, and Ms. WOOLSEY.

H. Res. 26: Mr. SENSENBRENNER, Mr.
MACHTLEY, Mr. Lazio, and Mr. FRANKS of
Connecticut.

H. Res. 86: Mr. HOKE, Mr. LAFALCE, Mr.
KoLBE, and Mrs. VUCANOVICH.

H. Res. 127: Mr. MACHTLEY.

H. Res. 148: Mr. BARRETT of Wisconsin and
Ms. FURSE.

PETITIONS, ETC.

Under clause 1 of rule XXII, petitions
and papers were laid on the Clerk's
desk and referred as follows:

36. By the SPEAKER: Petition of Killeen
Industrial Development Department,
Killeen, TX, relative to the Direct Student
Loan Processing System; to the Committee
on Education and Labor.

37. Also, petition of county of Sampson,
Clinton, NC, relative to Federal tax on the
sale of cigarettes; to the Committee on Ways
and Means.

38. Also, petition of Nash County, Nash-
ville, NC, relative to the tax on the sale of
cigarettes; to the Committee on Ways and
Means.
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SENATE—Thursday, May 13, 1993

The Senate met at 9 a.m., on the ex-
piration of the recess, and was called to
order by the Honorable BEN
NIGHTHORSE CAMPBELL, a Senator from
the State of Colorado.

PRAYER

The Chaplain, the Reverend Richard
C. Halverson, D.D., offered the follow-
ing prayer:

Let us pray:

“God is love.” (I John 4:8) Eternal
God, our Heavenly Father, the Bible is
filled with examples of Your infinite
love, despite which we find it difficult
to believe. It is so easy to condemn
ourselves when we fail or sin, so dif-
ficult to believe that, whatever else
You are, You are love. Forgive us for
thinking of You exclusively in a
judgmental way. Help us to realize You
love us when we are not deserving of
that love, that there is nothing more
certain in life than that each of us is
loved by God.

Teach us, dear Lord, that there is
nothing we can do to make You love us
more than You do, and there is nothing
we can do to make You love us less
than You do—that Your love is eternal,
infinite, and it is Your nature to love.
God who is love give us grace to accept
Your love so generously offered uncon-
ditionally.

We pray in His name who was love
incarnate. Amen,

 ————

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore [Mr. BYRD].

The assistant legislative clerk read
the following letter:

U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, May 13, 1993.
To the Senate:

Under the provisions of rule I, section 3 of
the Standing Rules of the Senate, I hereby
appoint the Honorable BEN NIGHTHORSE
CAMPBELL, a Senator from the State of Colo-
rado, to perform the duties of the Chair.

ROBERT C. BYRD,
President pro tempore.

Mr. CAMPBELL thereupon assumed
the chair as Acting President pro tem-
pore.

RESERVATION OF LEADER TIME

The ACTING PRESIDENT pro tem-
pore. Under the previous order the
leadership time is reserved.

(Legislative day of Monday, April 19, 1993)

MORNING BUSINESS

The ACTING PRESIDENT pro tem-
pore. Under the previous order, there
will now be a period for the transaction
of morning business not to extend be-
yond the hour of 10:30 a.m., with Sen-
ators permitted to speak for not to ex-
ceed 5 minutes each.

In the Chair’'s capacity as a Senator
from the State of Colorado, the Chair
suggests the absence of a quorum.

The clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. METZENBAUM. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

NAFTA

Mr. METZENBAUM. Mr. President, I
rise to address the proposed North
American Free-Trade Agreement, com-
monly referred to as NAFTA, among
the United States, Mexico, and Canada.
I believe this agreement will have stag-
gering consequences for our workers,
our industrial base, and our environ-
ment.

Although we may not be asked to
pass judgment on this proposed agree-
ment for some time, we cannot simply
wait for this issue to come to us.
NAFTA represents the most important
issue facing this country in the years
to come.

The agreement would eliminate vir-
tually all trade restrictions and tariffs
between these three countries over the
next 15 years. The proponents claim
that eliminating trade barriers with
Mexico will improve United States
competitiveness and permit United
States manufacturers to gain easier ac-
cess to Mexico's consumer markets.
They acknowledge that we may lose
tens of thousands of jobs, but they
claim that those losses will be more
than offset by new jobs resulting from
expanded trade with Mexico.

Let me say those workers who lose
their jobs are not going to be inter-
ested in the statistical figures. A work-
er in Ohio or Michigan or Pennsylva-
nia, or any other State in the Union
who loses his or her job, is not going to
be gratified if some other worker gains
a job in Arizona or in Texas or in
Washington State, for that matter.
That is not the issue. The issue is real
American people who have spent their
lives working for a company who sud-

denly learn one day that the company
is moving its entire operation down to
Mexico.

NAFTA's critics paint a different
kind of picture. They predict that
NAFTA will eliminate hundreds of
thousands of American jobs, leaving
our industrial landscape littered with
abandoned factories. Our standard of
living will drop, significantly reducing
the wages of most of those lucky
enough to keep their jobs, and further
widening the gap between the rich and
the poor of this country. And NAFTA's
critics say we will face new pressures
to scale back longstanding labor and
environmental protections that Amer-
ican workers have counted on for dec-
ades.

Employers will come to their work-
ers and say, ‘“‘Look, you will have to
work for a lesser amount, you will have
to agree to certain changes, downgrad-
ing, because otherwise we are going to
have to move the plant to Mexico.”

Other arguments will be made: “We
cannot comply with these environ-
mental laws to clean up the air and
water here in the United States be-
cause down in Mexico we can operate
without having all of those constraints
placed upon us."”

There is much at stake in this legis-
lation, and the Members of this body
cannot afford to sit idly by. We owe it
to the American people to be involved
now, to represent their interests, and
to work with the Clinton administra-
tion to address NAFTA's problems.

While I generally support the liberal-
ization of trade restrictions, it goes
without saying that any such effort
must be in the best interests of the
American people. I am frank to say I
am not certain that any supplemental
agreement can overcome the challenge
of having $2 labor compete with $15 or
$16 an hour labor. I am not convinced
that the environmental conditions that
exist in Mexico are suddenly going to
be changed by a side agreement.

Let us look at the facts.

Mexican manufacturing workers earn
$2.17 an hour, less than one-seventh of
the $15.45 earned by American manu-
facturing workers. As a consequence,
the elimination of current trade re-
strictions would entice many United
States firms to shift production to
Mexico over the next few years. There
is no secret about it. Many have al-
ready done so. Even George Bush's Sec-
retary of Labor projected the elimi-
nation of 150,000 jobs if NAFTA were
adopted. That impact would likely be
worsened by foreign manufacturers

@ This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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using Mexico as an export platform to
make further inroads into United
States markets.

But even if it were only 150,000 jobs—
a figure which I very strongly ques-
tion—what about those 150,000 work-
ers? Are we not to be concerned about
them? Their family livelihood, their
opportunity to pay the mortgage on
their home, their opportunity to send
their children to college, their oppor-
tunity to pay the necessary household
expenses—are these not concerns even
if it were only 150,000 jobs? The fact is,
in my opinion, it will be far, far greater
than 150,000 jobs lost.

Recent experience suggests we could
lose between half a million and a mil-
lion jobs if NAFTA is adopted as draft-
ed. Consider what is already happening
with the United States-Mexico
Magquiladora Program. Under the pro-
gram, American manufacturers ship
components to Mexico for assembly
and then import the finished products
back to United States markets. The
Maquiladora Program provides for this
to occur, in the main, right across the
border from the United States. The
Magquiladora Program, which has been
in effect since 1965, has enticed many of
the Fortune 500 to move production fa-
cilities south of the border.

I went down to the Maquiladora area,
and I walked around and looked around
and drove around. I want to tell you, it
was upsetting. One of the things I saw
was General Dynamics—one of Ameri-
ca’'s largest defense contractors, receiv-
ing many billions of dollars for defense
contracts—operating a plant in the
Maquiladora area.

1 thought it looked like my own
home community of Cleveland. There
were Eaton Manufacturing, Parker
Hanifin, and other Cleveland compa-
nies.

There they were, with operations
that had formerly been in Cleveland,
no longer there, now in Mexico. I know
what has happened in Cleveland., I
know I can go out to the General Mo-
tors facility that used to have thou-
sands of employees. They are not work-
ing now. There is nobody working in
that plant. But I know that General
Motors has 30 plants in Mexico.

As a result of the Maquiladora pro-
gram and the existing wage differen-
tial, we have literally lost hundreds of
thousands manufacturing jobs to Mex-
ico in the past decade alone. And the
automobile industry, to which I have
just referred, is a good example. The
big three have established an estimated
70 plants in Mexico, churning out
250,000 cars and over 1 million engines
annually for export. The great Amer-
ican road may belong to Buick, but the
Buick Century two-door is produced
entirely in Mexico, as are the Mercury
Tracer, the Dodge Ram Charger two-
door and the Chrysler LeBaron sedan.

In Matamoros, which is just across
the border, American-owned companies
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employ Mexican workers who live in
horrifying squalor. Their homes are
one-room cardboard shacks, patched
together wooden shanties without elec-
tricity or running water.

I spoke with some of the people who
live in those shanties, and I am not
going to tell you they are all unhappy.
Many are actually living better than
they were living before they were able
to work in the Maquiladora plant. But
the conditions in which they live are
just unbelievable, Their children
breathe air thick with pollutants, and
bathe in unfiltered streams filled with
toxic runoff from nearby plants. There
is no water or electricity in their
homes.

It is incredible to think that we are
expecting American labor to compete
on an equal basis. You can pass all the
environmental laws you want, and that
is not going to change things overnight
in Mexico. You can pass all the labor
laws you want, and that is not going to
change things overnight in Mexico, It
is an impossible situation.

Let us not kid ourselves. It is dif-
ficult to believe that corporate Amer-
ica, which professes to have a social
conscience in this country, is exploit-
ing Mexican workers in such a shame-
less, degrading fashion just over the
border. But I tell you, I have been
there. I have seen it, and I urge you,
Mr. President, I urge every Member of
this Senate, to go down and see what is
happending in Mexico and see if you
think American workers are going to
get a bad deal if we enact the free-trade
agreement. Ask whether or not you
think that is fair competition for the
American worker.

For obvious reasons, many American
employers are reluctant to admit that
their growth in Mexico has cost United
States jobs, but one cannot overlook
the connection between General Mo-
tors' announced plan to close 21 United
States and eliminate some 74,000 Amer-
ican jobs and the fact that the same
company is the largest private em-
ployer in Mexico today. It has 30 plants
and a growing work force. Who do they
think is going to buy those cars? Where
is the American worker going to get
the money if American firms move
down to Mexico to hire workers for
substandard wages?

If NAFTA is adopted and existing
trade restrictions are dropped, Amer-
ican manufacturers will no longer have
to supply Mexican Maquiladoras with
American-made components. Instead,
many more U.S. manufacturers will re-
locate plants south of the border.
Thousands of high-paying U.S. manu-
facturing jobs will be eliminated in in-
dustries such as electronics, apparel,
glassware, textiles and automobiles,
striking at the core of America’s indus-
trial base.

I conducted a hearing on this subject
last year in Cleveland. We used to have
about 21 textile mills in Cleveland.
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Now we have only one. Its owner testi-
fied before my committee and indi-
cated the difficulty he will have in re-

maining in business if NAFTA is
adopted.
Other labor-intensive industries,

such as food production firms, sugar
producers, truckers, ard fruit and vege-
table growers will be devastated, if not
wiped out entirely. For American
workers, the slogan says it all: “*After
NAFTA, the shafta.”

NAFTA’s proponents claim that
Mexican consumers will have the pur-
chasing power to create enough United
States jobs to offset these losses.
Frankly, I am not convinced. Cur-
rently, Mexico has a 20-percent unem-
ployment rate, a 40-percent poverty
rate and a gross domestic product 120th
of ours. Mexican workers with an aver-
age annual income of $2,490 can barely
afford food and shelter, and certainly
are in no position to buy our American
products.

“But wait,” NAFTA supporters say,
*just be patient. If we adopt the agree-
ment, Mexico’s economy will expand
and Mexican consumers will be able to
buy more United States goods."

I do not buy that. First, even as
Mexico’s trade with the United States
increased dramatically over the last
decade, its workers' wages dropped
over 40 percent and its per capita gross
domestic product fell 15 percent. Listen
to that: Even as their trade with this
country expanded dramatically during
the last 10 years, workers’ wages
dropped 40 percent and its per capita
gross domestic product fell 15 percent.

Beyond that, even if Mexican demand
for United States products did increase
substantially, United States firms
would meet that demand from their
Mexican plants rather than their Unit-
ed States plants.

NAFTA supporters point to increas-
ing United States exports to Mexico as
proof of the benefits of free trade. But
look closely at these exports. Heavy
machinery sales account for much of
the current trade surplus with Mexico,
but that very equipment is being used
to build Mexican factories which will
make products to be sold in the United
States. They cannot produce in Mexico
the heavy capital goods that the Amer-
ican manufacturer uses for production.

So this heavy equipment is being
made in this country, shipped down
into Mexico for the purpose of building
factories, which will then export goods
back into the United States. So the
surplus that we find from those par-
ticular sales is a very unreal surplus
and one that we would be better off if
we did not have. It is these Mexican-
based factories, for example, that cre-
ated a $3 billion deficit with Mexico in
1991 in the trade of automobiles.

If we adopt NAFTA as drafted, our
heavy industries might benefit briefly
from Mexico’s industrialization. I
would accept that. Ultimately, though,
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any short-term benefits will be dwarfed
in the long run as our industrial base is
systematically dismantled and moved
south of the border.

So the ominous forecast of U.S. job
losses are, indeed, a reality. What will
the impact of these job losses be? Many
of NAFTA’s displaced workers will not
find new jobs. Most of those who do
find new jobs will take substantial pay
cuts. Many will lose their cars, their
possessions, and their homes as well.
And we will look back and say,
“Wasn't it a terrible thing? We
shouldn't have done that."”

As a Member of the U.S. Senate, I
have supported legislation which, in
retrospect, I do not think was very
good; I do not think it helped the
American economy. I do not think de-
regulating the telephone industry truly
helped the American economy. I do not
think deregulation of the airline indus-
try helped the American economy. I do
not want to be in a position of finding
another situation where I support
something that I think is going to be
good for the American economy, but
which I find does not work.

The arguments were made then that
there will be more competition and
more competition will be better for
American industry, for the American
economy, for the American worker. It
has not turned out that way.

My opinion is that NAFTA will not
be good for the American worker and
the American economy. As a matter of
fact, many communities that lose jobs
will be unable to reconcile the shrink-
ing tax revenues with increasing de-
mand for welfare and other social serv-
ices. Some will actually face economic
ruin,

This is how Mayor Dixon of Dayton,
OH, described this problem at a hearing
I held in Cleveland last October. Said
Mayor Dixon:

As a long-time Dayton elected official and
son of an automobile factory worker, I have
seen the aftereffects of job losses. I have seen
our tax base dwindle and valuable economic
development dollars shrivel up; I have seen
supporting jobs and businesses be affected by
the fallout; I have seen the standard of living
decrease; I have seen families fall apart and
move away,; I have seen Dayton’s population
drop significantly; and I have seen people's
dreams dashed. I don't want to see any of
that again. I am not convinced that this ver-
sion of the NAFTA agreement will protect
American jobs or American communities to
the extent that it should.

He concluded by saying, '“We already
have 10 million unemployed Ameri-
cans. We do not need any more."” I
could not agree more.

Even those American workers who
keep their jobs may be adversely af-
fected by NAFTA. In a report to Con-
gress on the impact of NAFTA, the
United States Office of Technology As-
sessment concluded that unless rela-
tions among Government, industry,
and labor are fundamentally changed
here and in Mexico, NAFTA ‘‘could
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drive down wages and living standards
in the United States without accelerat-
ing development in Mexico."

First, with an open border, America’s
blue collar workers will see significant
downward pressure on their wages.

Second, while Mexico has many labor
protections on the books, as a general
matter it does not enforce them.

As a matter of fact, when I was in the
Maquiladora area, I was astounded to
learn that the main labor union they
have down there, which is really not as
powerful as American unions, had had
some delays before they could get into
negotiations with an employer. When
they finally got into the negotiations,
somehow, some way, the head of the
labor union was incarcerated and dur-
ing the labor negotiations he was in
the slammer.

Incredible. I heard no outrage from
the Government of this country. The
workers down there were not in much
of a position to cry out, and the Gov-
ernment of Mexico certainly was not
going to cry out because they were
doing the incarcerating.

What an unbelievable situation, and
we think there is going to be protec-
tion for the Mexican worker by reason
of the strength of the Mexican labor
unions? Who are you kidding?

The principal effect of Mexico's lax
enforcement will be to entice firms to
relocate there. But even those employ-
ers who choose not to relocate will use
the threat of relocation as leverage to
scale back their labor and environ-
mental protections.

Let me point something out, Mr.
President. When I was down in Mexico,
I talked with some of the employers,
and I visited some of the plants. The
plants were not bad plants; they were
good plants; they were impressive, they
were clean; the machinery looked like
it was working fine; the workers ap-
peared to be doing their jobs well. But
as I was walking through, I saw some
bottles and some packages with labels
that indicated that they contained
toxic materials, and that they should
not be wused under certain cir-
cumstances and certain restrictions.

We had a dinner meeting that
evening with representatives of the
Mexican employers in that area, and at
the conclusion of the dinner, there was
not much question that we were not
going to come to agreement on the
issue of NAFTA. I said to them, *“Do
me one favor. Before I leave here I
would like you to promise me one
thing—that you will put Spanish-lan-
guage labels on all of those packages
and bottles and materials that I saw
sitting around your plants, which con-
tain toxic materials. There ought to be
precautionary means to protect the
worker, but your workers cannot read
the English on them, and they do not
know that there is poisonous material
that they are dealing with daily. Prom-
ise me that you will see to it as the
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employer organization that there will
be changes made.”

Mr. President, I have not been back
there since October. But I would be
willing to make a pretty good-sized
wager that nothing ever happened, that
their promise did not actually come
true, and those workers are still being
exposed to toxic materials.

One way or another, if NAFTA is
adopted, American workers are effec-
tively going to be punished for living in
a country with collective bargaining
rights, a minimum wage, child labor
safeguards, health and safety rules,
civil rights laws, and other basic work
protections so fundamental to a pro-
gressive democratic society. I think it
is a real problem and I think it is insol-
uble if we pass NAFTA as drafted.

So where do we go from here? Presi-
dent Clinton has promised that he will
not support NAFTA unless side agree-
ments are negotiated which address
labor as well as environmental prob-
lems. We have yet to see what these
agreements will look like. But I must
say that I am skeptical as to whether
they can really eliminate the agree-
ment's many deficiencies. I am con-
cerned—and I believe the American
people are concerned—that unless
these side agreements are very, very
tough this whole exercise may amount
to little more than shuffling deck
chairs on the Titanic.

Mr. President, our country was built
on the free enterprise system, and I
strongly believe in that system. I am a
product of that system. But believing
in free enterprise does not mean we
have to accept the exploitation of
cheap foreign labor at the expense of
American workers, and that is just
what NAFTA as currently drafted
would mean. Congress cannot ratify a
free trade agreement that leaves Amer-
ican workers out in the cold.

The ACTING PRESIDENT pro tem-
pore. The Senator from North Dakota
is recognized.

Mr. DORGAN. Mr. President, I ask
unanimous consent to speak for 10 min-
utes in morning business.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. The Senator from North Dakota
is recognized.

—

INTERNATIONAL TRADE

Mr. DORGAN. Mr. President, the de-
bate about international trade in this
city very quickly becomes a discussion
between those who are labeled protec-
tionist and those who are chanting
about free trade. It becomes very
quickly an almost thoughtless discus-
sion about slogans.

The question of trade policy is really
rooted in the question of what does it
do to our job base in America. What
does it do to economic growth in this
country? How does it affect our econ-
omy and our workers? During espe-
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cially the past decade we have been
treated to a discussion, by first the
Reagan administration and then the
Bush administration, about free trade.

Whenever they propose trade poli-
cies, they describe them as ‘‘free’
trade policies, a ‘‘free’ trade pact. We
had one with Canada. They are propos-
ing NAFTA now, which is a ‘‘free”
trade pact with Mexico. The word
‘“free" attached to trade is a unique de-
vice, I suppose, to sell the notion that
it is a good pact. “‘Free" connotes free
gift or free lunch, free trade, freedom;
free is a pretty good word, I suppose.

The problem is that free trade is not
what it sounds like. Here is an example
in United States-Canada trade: Our ne-
gotiators went to Canada and nego-
tiated a free trade agreement and, in
my judgment, at least with respect to
the agricultural side of it, deceived the
American people and deceived the Con-
gress about much of the agreement.
And we are now stuck with a terrible
agreement that undercuts the Amer-
ican farmer, undercuts American inter-
ests, and creates, in my judgment, un-
fair trade for which there has not at
this point yet been a remedy. I do not
view that as a step forward. I view it as
a step backward.

Before the obvious and major prob-
lems with the Canadian Free-Trade
Agreement are resolved, the Bush ad-
ministration went down to negotiate
another so-called ‘‘free’ trade agree-
ment, this one with Mexico.

It is my hope that President Clinton
will not offer that agreement as nego-
tiated with Mexico to this body for a
vote on implementation legislation, be-
cause I do not think President Clinton
inherited a good agreement.

In my judgment, the previous admin-
istration erred in this agreement. They
reached an agreement that, in my judg-
ment, undercuts our need for economic
growth and undercuts our desire for
new employment and new jobs in our
country.

This issue really, as I said, comes
down to jobs. What do we do in this
country to move ourselves ahead? Oh,
we can worry forever about everybody
else in the world, but we better take
care of things here at home. Our econ-
omy is languishing. We see statistical
economic growth without jobs. Well, as
I have said on this floor many times, a
recovery without jobs is like a meal
without food. What we need is a recov-
ery with jobs.

The major question about the Mexi-
can Free-Trade Agreement is: What
will it do to the employment base in
this country? There is a body of evi-
dence produced by economists—who
are prone to produce whatever conclu-
sion the procurer of the study would
like—that says the Mexican Free-Trade
Agreement will produce new jobs, more
jobs, it will be an expansion of Amer-
ican jobs. There is another body of evi-
dence that says it would be a disaster
for our country.
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Common sense would cause you to
ask if you have a country south of our
border that has a wage base of one-
tenth of ours, if you are manufacturing
something and it is easy to go down
there, and you do not have any tariffs
coming back, why would you not man-
ufacture in Mexico what you now man-
ufacture in the United States?

The whole purpose of the free-trade
agreement is to eliminate tariffs. If
you eliminate tariffs coming back, you
are eliminating a barrier, and what you
are saying is that we are going to make
it easy for somebody to move a plant
to Mexico and sell its products back
into the United States. That is a plain
fact. That is not a disputable conten-
tion. That is what is happening with
NAFTA.

It is interesting. There is a Hufbauer-
Schott study which was regarded as
making the definitive case for NAFTA.
They say that in the first 5 years,
316,000 jobs will be gained in this coun-
try and 145,000 jobs lost, for a net in-
crease, they trumpet, of 170,000 new
jobs in America.

There are two things you need to
know about this study. First, in order
to arrive at that conclusion, they had
to assume that the United States trade
surplus with Mexico would double. No-
body really believes that is going to
happen. Second, they had to assume
that although foreign investment in
Mexico would grow substantially, none
of it would come from the United
States. That, of course, is absurd.

This whole approach is to grow Mex-
ico in order to become a better market
for the United States. So the theory
goes, if you grow Mexico as a market,
the United States will be able to serve
that market and will have more jobs,
producing things to serve the Mexican
market.

Question: Where does the investment
come from to grow Mexico? How do you
grow the Mexican economy? What kind
of new investment pours into Mexico to
grow Mexico? Well, we see that about
two-thirds of the current new invest-
ment in Mexico comes from the United
States.

Would it not be logical to assume
that if you are going to grow Mexico in
the future, two-thirds of the new in-
vestment would come from the United
States? What is one of the largest prob-
lems we face in the U.S. economy? An
investment deficit. We are spending
money we do not have. Therefore, we
do not create the savings pool which
equals investment. We have an invest-
ment deficit in this country. What are
we talking about? Growing Mexico
with predominantly United States in-
vestments so that Mexico, in the fu-
ture, can become a market for the
United States producer.

I have seen salesmen on all stripes, of
all kinds. I answer my phone every
night, and these direct callers pitch ev-
erything from chimney sweeps to mag-
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azines. I will tell you what, the tough-
est sales job in the world, in my judg-
ment, is going to be to have to try to
sell this nonsense to the American peo-
ple. The American people understand
the mechanics of a trade agreement
that says: Let us make it easier for a
corporation to move their manufactur-
ing plant to Mexico and produce at a
much lower wage and ship the product
back into the United States. The
American people understand that
means lost jobs for the United States.

I am not concerned just about jobs,
although that is a major concern. I am
concerned about the details. Let me
just give you a hint about the trouble
in some of the details.

If you are a producer of dry, edible
beans, such as lentil, kidney, and so
on—and we have a lot in my State—
you want to know what is going to go
on with respect to the potential to ship
beans to Mexico, because we had a
Mexican market for United States dry,
edible beans. Well, the negotiators
went to Mexico and reached an agree-
ment as part of NAFTA, and it says we
are going to allow you, in the next 5
years, to ship fewer beans to Mexico
than you have shipped over the pre-
vious 5 years. In other words, we are
setting a quota that is lower than you
have historically shipped to Mexico in
dry, edible beans.

In addition to that, if you ship over
this lower quota that we are imposing
on you, we will impose a tariff of near-
ly 130 percent. Somebody might
scratch their head and say that cannot
be right. But it is right. Just take the
small dry, edible bean details in this
agreement and see what happens.

French-fried potatoes. Go to the
agreement and look at what happens to
french-fried potatoes. Travel through
the United States-Mexican Free-Trade
Agreement through the eye of a french-
fried potato. Fewer will go from Amer-
ica to Mexico because of the agree-
ment, and more french-fried potatoes
to the United States, because somehow
our negotiators decided they wanted to
lose on french fries just as they wanted
to lose on beans.

I can stand here and talk about the
details for a while, but you get my
point. We had a hearing, and I asked
the trade people about beans. I asked,
can you tell me why negotiators would
do that in beans? *I am not going to
defend every detail on this agreement,”
I was told. The fact is that this agree-
ment is a set of details. If they are not
defensible, then why would we consider
moving an agreement like this through
this Congress?

Agriculture is parochial, I under-
stand that. But the agricultural por-
tion of this agreement is fundamen-
tally unsound. The most important
consideration, in my judgment, for this
agreement is: Will it advance this
country's economic interests? Will it
gain us new jobs or cost us jobs we al-
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ready have? The conclusion, in my
judgment, in 100 different ways, is that
this agreement is not good for this
country’s economy. Our responsibility
is not to be protectionists in the clas-
sic sense of wanting to keep things out
of our country. I do not believe in that
philosophy. Our responsibility is to
represent the economic interests of our
country and to try to advance those in-
terests through trade agreements that
make sense for us, that expand trade in
all directions. And this trade agree-
ment simply does not meet that test,
Mr. President.

Mr. President, I and other colleagues
will visit about NAFTA at some length
in the U.S. Senate. This is an impor-
tant issue. I regret that I do not nec-
essarily agree with folks in this admin-
istration on the issue. I hope we can
reach some agreements, as we move
along, to develop a more sensible trade
policy than we have seen in the last 12
years in this country, one that rep-
resents and protects the fundamental
economic interests of this country for
a new opportunity and hope and jobs in
our future.

Mr. President, I yield the floor.

e —

NAFTA

Mr. RIEGLE. Madam President, I
want to speak now on the proposed
free-trade agreement with Mexico, as
other colleagues earlier this morning
have. I want to begin by commending
those who spoke about their concerns
and reservations, coming to the floor
and highlighting the grave danger that
this proposal creates for our country
and particularly for the job base in this
country.

We have a terrible problem in Amer-
ica today. We do not have enough jobs
for our people and there is a large
backwards slide going on. People are
losing higher paid jobs and, after a pe-
riod of unemployment, when they fi-
nally get a replacement job, they most
often get jobs at a lower income level
and lower skill level than ihey were
performing before.

A lot of this is due to trade imbal-
ances and trade practices with various
countries around the world. The most
extreme example, of course, is with
Japan. Japan has a huge—now seem-
ingly permanent—trade surplus with
the United States; a surplus in their
favor, deficit on our side of the ledger,
that is draining tens of millions of dol-
lars out of our economy every year.

That problem does not seem to get
any better. In fact it got worse last
year. It looks like it is going to get
even worse this year.

President Clinton, to his credit, and
his trade negotiators have taken a
much harder line with respect to trade
abuse by Japan—abusive trade prac-
tices both in terms of coming into the
United States market and in terms of
practices they use to erect barriers to

CONGRESSIONAL RECORD—SENATE

keep American products out of their
market.

So that is one example on one end of
the spectrum that has been very dam-
aging to our country economically and
to our job base. We have seen American
jobs leaving America, going to other
countries—Japan being one, Com-
munist China being another, and cer-
tainly countries that are more in a
Third World category.

That is the great danger that is posed
by the proposed free-trade agreement
with Mexico. Mexico has a Third World
economy, in terms of its wage struc-
ture, its environmental protections,
and the way its legal system func-
tions—which is very poorly and in
many cases corruptly. So, to try to
talk about integrating two economies
that are so fundamentally different—
an advanced American economy and a
Third World economy in Mexico—poses
huge questions that are virtually im-
possible to solve. And no real effort, I
might say, has been made, in my view,
to solve them by the package that was
negotiated by the Bush administration.

The former Trade Ambassador, Carla
Hills, and the administration gave
away the store in terms of negotiating
with the Mexicans. Every time the
Mexicans got tough, our side caved in.
You see it in flat glass, you see it in
the schedules for rule of origin regard-
ing automobiles, and you see it in a
number of agricultural areas. So we are
stuck at the moment with a very bad
package.

President Clinton recognizes it as a
defective package and has come back
by saying that the only way it can be
corrected, and would be something he
would be willing to support, is if there
were very substantial side agreements
put in place, that were tough and en-
forceable, to deal with some of the de-
fects in that package.

Frankly, there is a real question in
my mind as to whether you can correct
the fundamental deficiencies and dan-
gers with these kind of side agree-
ments, no matter how well they are
written or how tough they are. But ob-
viously, if they are done just as window
dressing, if they are weak and flaccid,
which some of my friends on the other
side of the aisle are calling for, then
clearly we are stuck with a bad pack-
age. And so I hope there is no tempta-
tion to move in that direction.

But let me talk a little bit about why
the NAFTA, the free-trade agreement
with Mexico, is so dangerous to our
country.

The main problem is the wage dif-
ferential. Workers in Mexico earn
about one-tenth of the comparable
wage of a worker in the United States.
So there is an enormous incentive, if
there is a free-trade arrangement, for
companies to-close down in America,
move their operations down to Mexico,
put people to work down there at a
tiny fraction of the cost that it costs
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to pay an American worker earning an
American wage under American rules
and regulations than it does down in
Mexico. And so many firms have al-
ready done that. In fact, in the auto-
mobile industry alone, Ford, Chrysler,
and GM have already located about 70
plants in Mexico in large part to take
advantage of these very low-wage lev-
els.

We are seeing that pattern acceler-
ate. I think it will speed up much more
if there is a free-trade agreement in
place, particularly one that is drafted
as this one is, which puts its main em-
phasis on protecting property rights
and investment values, as opposed to
what it means for people, job holders in
this country and, for that matter, even
job holders in Mexico.

The PRESIDING OFFICER. The Sen-
ator’'s time has expired.

Mr. RIEGLE. May I inquire how
much time remains in the morning
business period?

The PRESIDING OFFICER. Until
10:30.

Mr. RIEGLE. I ask unanimous con-
sent to proceed for 5 additional min-
utes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. RIEGLE. There are a number of
Senators who share these concerns. In
fact, there were 25 Democrat Senators
who sent a letter to the President in
March covering several of these con-
cerns. I ask unanimous consent to
print that letter in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

U.8. SENATE,
Washington, DC, March 12, 1993,
Hon. WiLLIAM J. CLINTON,
President of the United States,
House, Washington, DC.

DEAR PRESIDENT CLINTON: We are writing
to express our serious concerns over portions
of the North American Free-Trade Agree-
ment (NAFTA) as negotiated. NAFTA, as it
currently stands, fails to promote fair trade
or serve American interests in the areas of
fair labor standards, environmental protec-
tion, and worker health and safety stand-
ards. Further, any final agreement must en-
sure a level playing field for American inter-
ests in the agricultural and energy sectors.

NAFTA should only be finalized if it re-
sults in U.S. job growth, expands our na-
tional manufacturing base, and improves the
standard of living for all Americans. Safe-
guards must be included in NAFTA to ensure
the American economy develops along a high
wage, high skill, high growth path.

We urge you to consult closely with Con-
gress on both the supplemental agreements
and implementing legislation. Only through
close consultation between the Administra-
tion and Congress can NAFTA hope to
achieve its stated goals of generating U.S.
jobs and expanding economic growth. Fur-
ther, the supplemental agreements should be
concluded before any implementing legisla-
tion is referred to Congress for consider-
ation. There must be sufficient time to ex-
amine the supplemental agreements care-
fully before Congress takes action on
NAFTA.

The White
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NAFTA represents a fundamental restruc-
turing of economic relations among Canada,
Mexico, and the United States. Such a step
should be taken only after full consideration
and deliberation. We are concerned by re-
ports that the Administration may be com-
mitted to meeting the January 1, 1994 target
date for implementing this agreement. We
consider it far more important to develop an
accord which serves U.S. interests than to
force the agreement by an arbitrary date. We
do not believe the Administration and Con-
gress should be confined by any artificial
deadline on a matter of this consequence.

In closing, we state again our desire to
work closely with you and your Administra-
tion on both the supplemental agreements
and the implementing legislation.

Sincerely,

Don Riegle, Daniel K. Inouye, Paul D.
Wellstone, John Glenn, Thomas A.
Daschle, Byron L. Dorgan, Kent
Conrad, Daniel K. Akaka, Herb Kohl,
Russ Feingold, Howard M. Metzen-
baum, Ben Nighthorse Campbell.

Wendell H. Ford, Jay Rockefeller, Rich-
ard Shelby, Tom Harkin, Barbara A.
Mikulski, Harris Wofford, Ernest Hol-
lings, Dianne Feinstein, Carol Moseley-
Braun, Paul SBarbanes, Carl Levin, Jeff
Bingaman.

Mr. RIEGLE. Mr. President, we have
already entered a free-trade agreement
with Canada, and Canada is tied into
this new proposed package with Mex-
ico. I want to point out that the gross
domestic product per worker in Canada
is about $21,400, which is almost pre-
cisely what it is in the United States.
But down in Mexico, the GDP is a tiny
fraction of that, only $3,350. And so
that is another illustration of why,
given these huge inequities between
these economies, that it is really im-
plausible to think that somehow we are
going to start selling a whole lot of
new American goods down in Mexico.

Frankly, they do not have the money
to buy U.S. goods and they are not
going to have it in the foreseeable fu-
ture. In fact, if you look at what the
real wage impacts and changes have
been over the last few years in Mexico,
Mexican wages have been dropping in
real terms rather than rising. Further,
if at some point a Mexican family
working at a very low-wage level is
able to save enough to buy a radio or
buy a fan, to try to upgrade their
standard of living, chances are they are
not even going to buy it from the Unit-
ed States. They will probably buy it
from Hong Kong, Singapore, or some
other low-wage place.

So the notion that NAFTA is going
to create a lot of jobs in the United
States because Mexican workers are
going to have a lot of money to spend
is just nonsense. It is false on its face.
There is no meaningful study that
shows that to be a plausible concept.

We now have a study, as well, and I
want to make a passing reference to it,
done by Pat Choate, that says the jobs
most targeted for being removed from
America and sent to Mexico are in the
manufacturing area; they are higher
value-added jobs. It is a way for firms
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to close, go down to Mexico, take ad-
vantage of lower wages and lower envi-
ronmental standards. The Choate study
concludes 5.9 million jobs at risk. The
study delineates the jobs State by
State. I sent a letter to each Senator
pointing out the number of jobs in each
State so they can understand what the
risk is in their own individual States
by the kind of firms that have already
been targeted.

In fact, the Mexican Government ear-
lier invested in an investment fund de-
signed to come to the United States,
buy up manufacturing companies, shut
them down, move them to Mexico, and
increase the companies' value by low-
ering their production costs with low-
cost Mexican labor. The idea was to
sell those firms at a big profit in 4 or
5 years. We put the bright light on that
and the Mexican Government pulled
out of the fund, but the fund still ex-
ists.

Some say, ‘‘Well, even if American
workers lose their jobs, we will give
them retraining.” The retraining con-
cept, which is really a euphemism for
unemployment, is proving not mean-
ingful. What do we retrain people for?
Right now in this country we have peo-
ple who have gone through retraining
programs in any number of different
fields and cannot find jobs because
there are not enough jobs out there at
the present time.

The cold fact of the matter is we do
not know what to retrain people for.
Most of the big companies in America
are closing down certain operations,
shedding employees. the defense estab-
lishment is doing the same thing. We
have a huge pool of unemployed work-
ers with skills up and down the ladder
who cannot be reabsorbed today.

So the notion that once an American
worker loses their job they can be re-
tained and they will be right back in
the work force is just not borne out by
the facts. It is misleading, it is
disingenuous and the public sees
through it.

I want to say I appreciate the leader-
ship on this issue that Ross Perot has
given. He has seen this from the point
of view of a Texas businessman who
sees the grave danger to the job base in
this country. He has been willing to
speak out about it. I appreciate the
fact he has given leadership on this
issue. We need more leadership out of
the business community by people who
understand what the real threat is and
are not just looking at a way to make
a quick buck by closing operations
here and going down to Mexico to take
advantage of cheap labor in that coun-
try.
Finally, there is another problem
that has not gotten much attention.
There is nothing in this agreement
that prevents the Mexican Government
from revaluing their currency after
this agreement were to be put in place.
There is absolutely nothing to prevent
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them from devaluing the peso and com-
pletely undercutting the alleged eco-
nomics of this deal. We could be put in
a situation where we are going to have
an even greater acceleration of job loss
to Mexico. There is really no way to fix
that problem.

I would say that it is very important
for people across this country in all the
50 States to pay very careful attention
to what the risk is to the job base in
this country, the risk to their job, the
risk to the job prospects of their chil-
dren coming down the track and need-
ing to fit into the job market and the
fact that even from the State of Texas,
where there are some who argue for it,
you have someone like Ross Perot who
has come forward to point out the real
dangers of this situation and why it
can be a devastating blow to the job
base in this country.

I yield the floor.

NORTH AMERICAN FREE-TRADE
AGREEMENT [NAFTA]

Mr. INOUYE. Mr. President, I wish to
insert into the RECORD the following
resolutions that have been passed by
the Hawaii State Senate and all four
members of the Hawail State Associa-
tion of Counties. These resolutions ex-
press the concern of the people of Ha-
waii that the North American Free-
Trade Agreement [NAFTA] as pres-
ently constituted would be inimical to
Hawaiian agriculture and that this sit-
nation needs to be remedied before the
NAFTA can be deliberated by the Con-
gress. Therefore, Mr. President, I ask
unanimous consent that this statement
and the following resolutions be print-
ed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S.C.R. No. 192

Whereas, the North American Free Trade
Agreement (NAFTA), in its present form, has
serious shortcomings that harm the United
States (U.S.) economy by transferring U.S.
production to Mexico and reducing domestic
employment and wages; and

Whereas, there is specific concern in Ha-
waii about the negative impact on the sugar,
pineapple, and the diversified agriculture in-
dustries; and

Whereas, although President Clinton and
his administration recognize the necessity to
correct these serious shortcomings, the Ad-
ministration also believes that the benefits
of greater trade in North America would be
initially delayed if it were renegotiated to
correct these flaws; and

Whereas, negotiations to correct the seri-
ous shortcomings of the NAFTA in its
present form were initiated with Mexico and
Canada on March 17, 1993, on side proposals
addressing labor and environmental stand-
ards and import surge protections; and

Whereas, recognizing the threat posed to
its sugar and diversified agriculture indus-
tries, Hawaii opposes NAFTA in its present
form but recognizes the Administration’s
strong resolve to address those concerns
through the parallel accords; and

Whereas, if these concerns are not ad-
dressed by the protocols on the environment,
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labor, and import surges, Hawaii will have
no choice but to oppose ratification of
NAFTA: Now, therefore, be it

Resolved by the Senate of the Seventeenth
Legislature of the State of Hawaii, Regular Ses-
sion of 1993, the House of Representatives con-
curring, That the Legislature supports Presi-
dent Clinton's efforts to negotiate protocols
agreements to NAFTA to remedy the serious
shortcomings concerning environmental,
labor, and import surge regulations: and be
it further

Resolved, That the Legislature urges the
Administration to not only recognize, but to
correct the inequitable and flawed nature of
the current agreement that grants unfair
marketing and regulatory advantages to
Mexican sugar and diversified agriculture
producers, allowing them to undermine effi-
cient U.S. industries: and be it further

Resolved, That Hawaii’'s Congressional Del-
egation work with the U.S. Trade Represent-
atives to effectively address the spirit of this
Concurrent Resolution; and be it further

Resolved, That certified copies of this Con-
current Resolution be transmitted to the
President of the United States; the Governor
of Hawaii; each member of Hawaii’s Congres-
sional Delegation; the Chairperson of the
U.S. Senate Committee on Agriculture, Nu-
trition, and Forestry; and the Chairperson of
the U.S. House of Representatives Commit-
tee on Agriculture.

CITY COUNCIL, CITY AND COUNTY OF
HONOLULU—RESOLUTION

Whereas, the ‘‘fast-track’™ authority,
which enables the federal administration to
negotiate and expedite trade agreements. re-
ceived congressional approval based on as-
surances that American workers and indus-
tries would receive fair and equitable treat-
ment under any trade agreement; and

Whereas, in the pending North American
Free Trade Agreement with Mexico, the U.S.
Trade Commission’s study, conducted under
the previous administration, of the potential
effects of a trade agreement on a number of
products conspicuously omits an analysis of
the effects on U.S. sugar producers; and

Whereas, Hawaii is the nation’s third larg-
est sugar-producing state, is the state’s larg-
est agricultural industry, has the world's
highest average raw sugar yields per acre,
and continues to be a verdant backdrop that
enhances our island lifestyles and making
our islands a unique destination that at-
tracts millions of tourists annually; and

Whereas, Hawaii's sugar industry creates,
directly and indirectly, nearly 14.000 jobs—
including more than 2,600 jobs on Oahu, pays
its agricultural workers the highest wages
and benefits received by farm workers in the
world, and annually generates $380 million in
revenues, primarily on the export sales of its
sugar and diversified agricultural products;
and

Whereas, the NAFTA agreement in its
present form will jeopardize the no-cost pro-
visions of the U.S. sugar program and will
put more efficient U.S. sugar growers, in-
cluding Hawaii's sugar growers, at unfair
disadvantage with Mexico's less efficient
producers; and

Whereas, the NAFTA agreement will stim-
ulate Mexico, which has been a net importer
of sugar, to become a surplus sugar producer,
thereby, adding to the world surplus of
sugar; and

Whereas, Mexico's current sugar quota of
7,258 metric tons per year will be raised in-
discriminately to 25,000 tons within six years
and 322,000 tons per year within years seven
to fifteen, with the potential for unlimited
exports of their surplus; and
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Whereas, Mexico will be able to quickly
achieve a large surplus of sugar for export in
at least two ways without substantial in-
creases in current production by:

(1) Converting its beverage industry, which
currently uses 1,500,000 tons of sugar annu-
ally, to lower-priced corn syrup, imported
from the U.S. or eventually produced in Mex-
ico; and

(2) Reducing its national sugar consump-
tion by merely raising its government-con-
trolled retail prices, which are currently a
little more than half the U.S. price;

and

Whereas, Mexico could create an export-
able surplus of domestic sugar for shipment
to the United States and fill its own needs by
purchasing sugar at the world *‘dump’ price;
and

Whereas, Mexico will likely be able to ship
to the United States surplus sugar in excess
of 1,000,000 tons by year seven of the NAFTA,
nearly equal to the entire U.S. sugar import
quota from thirty-nine countries; and

Whereas, these and other concerns of U.5.
sugar producers can be addressed and rem-
edied through side, or protocol, agreements
to the NAFTA: Now, therefore, Be it

Resolved, by the Council of the City and
County of Honolulu, That this body urges
President Clinton and his administration to
negotiate side agreements with the provi-
sions necessary to remedy the concerns of
Hawaii's and the nation's sugar industries:
and be it further

Resolved, That this body opposes the North
American Free Trade Agreement in its
present form and will steadfastly do so un-
less successful side agreements are reached:
and be it finally

Resolved, That the Clerk is directed to
transmit certified copies of this Resolution
to the President of the United States; the
United States Trade Representative; mem-
bers of Hawaii's congressional delegation;
Hawaii Sugar Planters’ Association; and
ILWU, Local 142.

COUNTY OF HAWAILI—RESOLUTION NoO. 54792

Whereas, the North American Free Trade
Agreement (NAFTA), a treaty that would
open trade barriers among the United States,
Canada and Mexico, will be considered by the
United States Congress and lawmakers in
Mexico and Canada; and

Whereas, one of the conditions in the ten-
tative agreement will allow Mexico, the
eighth largest sugar producer and the sev-
enth largest sugar consumer, to ship any
amount of sugar it wants to the United
States in excess of its own needs after the
first six years of the agreement; and

Whereas, the potential impacts of the trea-
ty would be disastrous to the nation's sugar
industry, including Hawaii's $325 million a
year industry, since Mexico's low labor costs
will allow the production of cheaper sugar
than Hawaii's higher cost product; and

Whereas, other losers under NAFTA would
be farmers who grow labor-intensive crops,
such as pineapple, tomatoes and lettuce,
which might be undercut in the marketplace
by low-wage competitors south of the border;
and

Whereas, workers in the agricultural in-
dustry as well as other industries will see
jobs disappear as United States companies
transfer operations to Mexico to take advan-
tage of meager wages; and

Whereas, NAFTA would clearly disrupt
jobs and livelihoods in the United States,
and would threaten the diversity and inde-
pendence of our nation’s economic base.
Now, therefore, be it
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Resolved, by the council of the County of
Hawaii that it hereby urges Hawaii's Con-
gressional delegation to protect our nation's
agricultural industry by opposing the North
American Free Trade Agreement: and be it
further

Resolved, That the Clerk of the County of
Hawaii transmit copies of this resolution to
the Honorable Daniel K. Akaka, United
States Senator; the Honorable Daniel K.
Inouye, United States Senator; the Honor-
able Neil Abercrombie, United States Rep-
resentative; the Honorable Patsy T. Mink,
United States Representative; the Hawaiian
Sugar Planters’ Association; the ILWU,
Local 142; the Executive Committee of the
Hawaii State Association of Counties; Mr,
Paul J. Ohri, President, Western Interstate
Region; and Mr. John H. Stroger, Jr., Presi-
dent, National Association of Counties.

CouNTY COUNCIL OF MAINE—RESOLUTION No.
92-82 INTRODUCED BY GORO HOKAMA
COUNCILMEMBER
Whereas, the North American Free Trade

Agreement (NAFTA), a treaty that would

open trade barriers among the United States,

Canada and Mexico, will be considered by the

United States Congress and lawmakers in

Mexico and Canada; and
Whereas, one of the conditions in the ten-

tative agreement will allow Mexico, the

eighth largest sugar producer and the sev-
enth largest sugar consumer, to ship any
amount of sugar it wants to the United

States in excess of its own needs after the

first six years of the agreement; and

Whereas, the potential impacts of the trea-
ty would be disastrous to the nation's sugar
industry, including Hawaii's $325 million a
year industry, since Mexico's low labor costs
will allow the production of cheaper sugar
than Hawaii's higher cost product; and

Whereas, other losers under NAFTA would
be farmers who grow labor-intensive crops,
such as pineapple, tomatoes and lettuce,
which might be undercut in the marketplace
by low-wage competitors south of the border;
and

Whereas, workers in the agricultural in-
dustry as well as other industries will see
their jobs disappear as United States compa-
nies transfer operations to Mexico to take
advantage of meager wages; and

Whereas, NAFTA would clearly disrupt
jobs and livelihoods in the United States,
and would threaten the diversity and inde-
pendence of our nation’'s economic base; now,
therefore, be it

Resolved by the Council of the County of
Maui:

1. That it opposes the North American
Free Trade Agreement;

2. That it urges Hawaii's Congressional del-
egation to protect our nation's agricultural
industry by opposing the North American
Free Trade Agreement; and

3. That certified copies of this resolution
be transmitted to the Honorable Daniel K.
Akaka, United States Senator; the Honor-
able Daniel K. Inouye, United States Sen-
ator; the Honorable Neil Abercrombie, Unit-
ed States Representative; the Honorable
Patsy T. Mink, United States Representa-
tive; the Hawaiian Sugar Planters' Associa-
tion; the ILWU, Local 142; the Executive
Committee of Hawaii State Association of
Counties; Paul J. Ohri, President, Western
Interstate Region: and John H. Stroger, Jr.,
President, National Association of Counties.

COUNTY COUNCIL OF KAUAI—RESOLUTION No.
137-82

Whereas, the North American Free Trade

Agreement (NAFTA), a treaty that would
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open trade barriers among the United States,
Canada and Mexico, will be considered by the
United States Congress and lawmakers in
Mexico and Canada; and

Whereas, one of the conditions in the ten-
tative agreement will allow Mexico, the
eighth largest sugar producer and the sev-
enth largest sugar consumer, to ship any
amount of sugar it wants to the United
States in excess of its own needs after the
first six years of the agreement; and

Whereas, the potential impacts of the trea-
ty would be disastrous to the nation's sugar
industry, including Hawaii's 3325 million a
year industry, since Mexico's low labor costs
will allow the production of cheaper sugar
than Hawaii's higher cost product; and

Whereas, other losers under NAFTA would
be farmers who grow labor-intensive crops,
such as pineapple, tomatoes and lettuce,
which might be undercut in the marketplace
by low-wage competitors south of the border;
and

Whereas, workers in the agricultural in-
dustry as well as other industries will see
their jobs disappear as United States compa-
nies transfer operations to Mexico to take
advantage of meager wages; and

Whereas, NAFTA would clearly disrupt
jobs and livelihoods in the United States,
and would threaten the diversity and inde-
pendence of our nation's economic base; now,
therefore, be it

Resolved by the council of the County of
Kauai, State of Hawaii, That it opposes the
North American Free Trade Agreement, and
it urges Hawaii's Congressional delegation to
protect our nation's agricultural industry by
opposing the North American Free Trade
Agreement: and, be it further

Resolved, That certified copies of this reso-
lution be transmitted to the Honorable Dan-
iel K. Akaka, United States Senator; the
Honorable Daniel K. Inouye, United States
Senator; the Honorable Neil Abercrombie,
United States Representative; the Honorable
Patsy T. Mink, United States Representa-
tive; the Hawaiian Sugar Planters’ Associa-
tion; the ILWU, Local 142; the Executive
Committee of the Hawaii State Association
of Counties; Paul J. Ohri, President, Western
Interstate Region; and John H. Stroger, Jr.,
President, National Association of Counties.

CONCERNS ABOUT NAFTA

Mr. DASCHLE. Mr. President, a num-
ber of my colleagues have come for-
ward today to voice their concerns
about the North American Free-Trade
Agreement or NAFTA. Some are con-
cerned about the implications of creat-
ing a free-trade zone with a country
whose capital is so polluted that doc-
tors encourage mothers to move out of
the city to protect their young chil-
dren from illness. Others are worried
about the disparity in worker stand-
ards between the United States and
Mexico, and the impact this will have
both on United States workers and
United States companies that may
seek to take advantage of looser stand-
ards by moving to Mexico.

I share many of the concerns that
have been expressed by my colleagues.
The concerns are numerous and merit
careful consideration both by the ad-
ministration, which is currently nego-
tiating the remaining details of the
agreement, and the Congress, which
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will be asked to approve the final
agreement sometime this fall.

Without question, Mexico represents
a substantial market for producers of
American goods and commodities. Ac-
cording to the International Trade
Commission, estimated gains from
NAFTA in United States exports to
Mexico range from 5.2 to 27.1 percent.
Even without the NAFTA, however,
Mexico has been pursuing market-ori-
ented reforms, and it has become the
United States's third largest trading
partner after Canada and Japan.

We must not be hypnotized by overly
optimistic reports of the potential
gains from signing the NAFTA. I would
remind my colleagues of the reassur-
ances surrounding the signing of the
United  States-Canada  Free-Trade
Agreement. If you ask many farmers in
my State of South Dakota what they
think of that agreement now, you are
likely to get a very negative response.
For swine, wheat, and lumber inter-
ests, the dispute resolution mechanism
in the agreement has failed to provide
the protection from unfair practices
that was anticipated when the agree-
ment was signed. I understand that
those same dispute resolution proce-
dures are duplicated in the NAFTA.

We also know that Canada has been
dealing unfairly with the United States
in the area of disclosure of grain prices
and subsidies. Despite recent attempts
by United States negotiators to ad-
dress these issues, the Canadians have
remained intransigent. In fact, their
current situation with respect to agri-
cultural trade is so good that they de-
clined to accept a trilateral agriculture
title as part of the NAFTA. The latter
agreement contains only bilateral ti-
tles between Mexico and the United
States and Canada, respectively. I fear
that approval of the NAFTA will lock
in the existing unfair posture of the
Canadians on agricultural trade and re-
move whatever leverage we may have
left to rectify the situation.

Mr. President, if we are to be asked
to commit the country to a trade
agreement with such far-reaching
ramifications as NAFTA, a number of
significant questions remain to be ad-
dressed. I look forward to working with
the administration and with my col-
leagues in the weeks and months ahead
on these unresolved issues.

The ACTING PRESIDENT pro tem-
pore. The Senator from Maine [Mr.
COHEN].

HEALTH CARE REFORM

Mr. COHEN. Mr. President, today's
newspapers contain a number of items
on the health care plan that the admin-
istration will be presenting to the Con-
gress, hopefully, in June. I would like
to just offer a few comments on the
issue of health care reform.

First, the President is to be com-
mended for having appointed Mrs. Clin-
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ton to lead the White House task force
to put together a proposal for over-
hauling our health care system. She is
enormously talented, qualified, and has
been extremely diligent in this task.

A number of proposals have been
floated in recent weeks to perhaps see
what the reaction of the public might
be to key components of the White
House plan. Some of them may be just
trial balloons, proposals to be floated
and then discarded. Others may be, in
fact, key ingredients of the program.

I might say that Mrs. Clinton has
been most responsive to Republican
Members who have asked to take part
in the development of this plan. She
has been to Capitol Hill on several oc-
casions. A number of us have been to
the White House for extended briefings
and discussions with the President, the
Vice President, and Mrs. Clinton.

So I commend the President, Mrs.
Clinton, and the White House task
force for really reaching out to Repub-
licans to get our input.

Having said that, I would also point
out that a number of us have been
studying this measure for some time
now. Senator CHAFEE has been ap-
pointed by Senator DOLE to head up a
Republican task force. We have been
meeting now for more than 2 years on
a weekly basis. We just concluded an-
other meeting this morning that lasted
1 hour and 15 minutes. We have devoted
considerable time and, I think, talent
to this particular issue.

We hope in the very near future to
present a plan, not necessarily a Re-
publican plan, but a plan that will be
supported by a number of Republicans.
And I must say at this particular point
there is virtual unanimity within this
group that we do not support mandat-
ing employer coverage of health insur-
ance for all employees. We are particu-
larly concerned about the impact this
would have upon small businesses, peo-
ple who are now operating very close to
the margin, people who, having to take
one more mandate, might be forced
over the edge either to cut back on cur-
rent programs or to cancel employ-
ment opportunities for people they
might be considering hiring and cut-
ting back on wages. To simply put an-
other layer of mandates on the backs
of people who are already heavily bur-
dened, it seems to me, is not a wise
thing to do.

We are hopeful that the President
will not, in fact, mandate employer
coverage, but that he will adopt a dif-
ferent approach, one that we think has
greater merit and one that we will put
before the American people very
shortly.

I see my colleague, Senator CHAFEE,
on the floor. He is really the leader of
our effort to study this very com-
plicated area of the law and social pol-
icy as well.

I now yield the floor, and I thank
Senator GORTON for having yielded his
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time so I might make a few brief com-
ments. Hopefully, he will be just a bit
more patient so Senator CHAFEE and
perhaps Senator SPECTER may also
contribute a few comments on this sub-
ject.

I thank the Chair.

The ACTING PRESIDENT pro tem-
pore. The Senator from Washington
[Mr. GORTON].

——

CANDLELIGHT VIGIL FOR FALLEN
LAW ENFORCEMENT OFFICERS

Mr. GORTON. Mr. President, every
year since 1963, we have paused to rec-
ognize and remember law enforcement
officers who have died in the line of
duty; 1991 was especially significant for
that is when President Bush dedicated
the National Law Enforcement Offi-
cers'’ Memorial. For years to come,
that memorial will leave its visitors
with a lasting image of the heroic and
selfless work of the officers whose
names are inscribed there—and the
cause for which they gave their lives.

Tonight in Seattle and the Nation's
Capital, law enforcement officials with
their families and friends gather to
hold a candlelight vigil to remember
those who have fallen. I wish that I
could be with them in Seattle, but in-
stead I will express my support for
these men and women on the floor of
the U.S. Senate.

The men and women of law enforce-
ment stand firmly beside the values
and ideas that hold our communities
together. Their work preserves and re-
stores what is best about our society—
their work enables families who live on
troubled streets to remember that
sometimes freedom has little to do
with big governments and big philoso-
phies, but everything to do with watch-
ing children play in your neighbor's
yard instead of watching your back—or
closing your store knowing that its
contents will be there in the morning.

In a world full of violence, they are
often our only source of security. The
presence of a squad car slowly rolling
by late at night, the silent coasting of
a pair police officers on bicycles, and
the boisterous thunder of a well-
planned bust—these sights and sounds
are crucial reminders that justice, law
and order are just a phone call away.
What may be to the enforcers of the
law an everyday experience—to me—al-
lows our communities, and our fami-
lies, to live better lives.

The fortitude with which law officers
meet the considerable frustrations of
their job is inspiring. They must find
the courage and strength to put their
lives in the line of fire everyday—only
to fight what is an endless battle. As
long as evil exists in our world, their
exhausting task will not end. And all
too often, the men and women who
fight so hard to take criminals off the
streets, find themselves fighting a jus-
tice system that allows those same
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criminals to go free unpunished. Even
more discouraging is the common sec-
ond-guessing by public officials and the
media of police actions which to the
laymen may look severe, but are sim-
ply well-trained professionals doing
their job of ensuring public safety.

Since the beginning of law enforce-
ment in Washington State, 222 peace
officers have been killed in the line of
duty. The Department of Justice has
estimated that one officer dies in the
line of duty every 57 hours—these are
grave statistics that clearly illustrate
how dangerous the job is.

But those statistics, as statistics al-
ways do, mask the reality of human
suffering. The statistics don't describe
the courage it took for that officer to
dive into dangerous situations, without
concern for his or her personal well-
being—but concern only for those
whose lives he or she protected. Nor do
they tell you that the officer had a
family—a brother or a sister, a child, a
husband or a wife—all of whom suffered
an indescribable loss.

These heroes gave their lives fighting
the tragedies of our time—they walked
into homes ravaged by abuse, their feet
pounded the pavement of streets that
are safe only to drug traffic, and they
threw themselves into deadly situa-
tions to protect the property—and
lives—of our families, friends, and
neighbors.

As we remember those who have
given their lives for the safety and
well-being of our communities, we
must also remember those who are out
on the streets at this very moment
continuing the fight against crime. We
can support these men and women, and
we can honor the memory of those we
have lost, by strengthening the very
laws they uphold. We must stand true
to our pledge to be tough on crime—
and we must never turn our backs on
those who protect us.

I have sent a flag which was flown
over the U.S. Capitol. It flew next to
the Statue of Freedom which rests on
top of the Capitol—protecting our
country from tyranny and destruction.
It is so appropriate that this flag will
now fly in dedication to those who died
protecting our communities from the
kind of tyranny and destruction that
lies closest to our homes and our
hearts—the tyranny that criminals im-
pose when we are forced to lock our-
selves in our homes, when women are
afraid to take a walk after sunset, and
when mothers tell their children not to
talk to strangers—and the kind of de-
struction that devastates homes and
shatters young lives. Today, these are
the forms of tyranny and destruction
that haunt and ravage our commu-
nities—and it is our Nation's law offi-
cers who possess the courage and reso-
lution to challenge and conquer it.

Today, we remember and pay tribute
to the heroes who have died in the line
of duty. Candles have been lit in their
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honor across the country, and their fire
will burn an image in our minds that
will stand for years to come as a pow-
erful reminder of the selfless contribu-
tion they made to our society. Their
memory will never be forgotten. Their
courage must guide our future.

The ACTING PRESIDENT pro tem-
pore. The Senator from Rhode Island
[Mr. CHAFEE].

HEALTH CARE REFORM COSTS

Mr. CHAFEE. Mr. President, many of
us in this Congress and especially the
Senate are wrestling with the problems
of health care reform. We have all dis-
covered it is an extremely difficult sub-
ject.

As we all know, Mrs. Clinton and her
task force are also working on this. I
commend Mrs. Clinton for what she is
doing, because this is a problem that
deserves the careful attention of all of
us. Mrs. Clinton has certainly thrown
herself into this problem with vigor
and intensity, devoting tremendous
amounts of time to it.

I think we all recognize that if we are
going to cover everyone in our society
who is currently not covered, it is
going to take increased costs.

We hear different estimates of what
those costs might be. Sometimes the
suggestion is between $60 billion or per-
haps $90 billion a year. Some of these
costs, or potential costs, are going to
be offset by changes that we will make
in the system.

For example, there will be a greater
accent in any program on managed
care. We will have administrative im-
provements to reduce the high costs
that are now associated with the ad-
ministration of these complicated
health care programs. Certainly there
will be medical liability reform. There
will be group purchasing, small-group
purchasing, insurance market reform,
a whole series of steps that will be
taken. But, regardless of these, I think
we all recognize there will be a require-
ment for net new additional dollars.

Now, how to raise it? Today there is
an indication on the front page of the
Washington Post that the administra-
tion is suggesting one of two ap-
proaches: One being a payroll tax of
some percentage, 7 percent possibly;
another being what is known amongst
those who study this subject as an em-
ployer mandate. In other words, the
employer would be required to cover r
percentage of the insurance premium
levied upon the individual employee for
coverage.

Now it seems to me we ought to rec-
ognize that an employer mandate, say-
ing that an employer must cover 80
percent, perhaps, or whatever it is, of
the premium is no different from a tax.
An employer mandate is indeed a tax,
regardless of how it is termed.

Speaking on behalf of the Republican
Senators who spent a lot of time on
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this subject, we have deep reservations
that this is the way to go. We believe
that the effect of an employer mandate
is going to be extremely severe on
small businesses. And, in fairness to
Mrs. Clinton and her group, in our con-
versations with her, she is aware of
this.

But I think it is safe to say that the
approach of the Republicans will not be
for the employer mandate. This has all
kinds of ramifications, especially, as I
mentioned before, on our small busi-
nesses. It will have an extremely seri-
ous effect upon them.

So, regardless of whether it is termed
a payroll tax, as one approach—and, in-
deed, if you follow the payroll tax, you
end up with a single-payer system. But
setting that aside, the employer man-
date, we belieVe, is not the correct way
to go.

We look forward to continuing our
deliberations on this and presenting a
plan. And then we look forward to
working with the administration, with
what Mrs. Clinton and her group pro-
duces, because we recognize they have
worked long and hard on this subject,
have some very good ideas, and it is
worthwhile that we consider what they
do. And, hopefully, they will consider
what we do likewise.

I wish to thank my distinguished
friends who have worked with me on
this. Senator SPECTER has been a lead-
er in this whole area of health care re-
form, presenting legislation. Senator
COHEN, who previously spoke, has also
been deeply involved, as have many
other Senators. But these two are cer-
tainly among the leaders of the effort.

Mr. SPECTER addressed the Chair.

The ACTING PRESIDENT pro tem-
pore. The Senator from Pennsylvania
[Mr. SPECTER].

Mr. SPECTER. I thank the Chair.

—

HEALTH CARE MANDATES ON
BUSINESS

Mr. SPECTER. Mr. President, at the
outset, I compliment my friend and
colleague, the distinguished Senator
from Rhode Island [Mr. CHAFEE] for his
leadership on the Task Force on Health
Care, having accepted that appoint-
ment from Senator DOLE and having
worked laboriously for months, years,
going back to 1991, where a proposal
was submitted late in the year as a re-
sult of the work. The work has contin-
ued virtually every Thursday morning.

We met this morning, and the first
topic on our agenda, by prearrange-
ment, was the subject of whether we
would have mandates on companies or
mandates on individuals. Our group
had pretty much decided sometime ago
that we were going to go with the man-
date on individuals because of the prob-
lems on ordering companies to under-
take another burden.

Our conversation started with the
lead story in the Washington Post
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today with the headline ‘“Under Clin-
ton Health Plan, All Employers Would
Pay.”

Mr. President, I ask unanimous con-
sent that, at the conclusion of my re-
marks, the full text of this story be
printed in the RECORD.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

(See exhibit 1.)

Mr. SPECTER. Mr. President, I join
my colleague Senator CHAFEE, and our
colleague Senator WILLIAM COHEN, who
spoke earlier, on our offer to help
President Clinton and First Lady Hil-
lary Clinton and the administration in
an effort to have a health plan which
wouid cover the 37 million Americans
who are now not covered, and also to
reduce health care costs for everyone
and to work in a constructive way on
preventive care and the whole range of
very serious health care problems
which confront the United States.

The threshold issue is: How are we
going to pay for this system?

It is my view—and I have expressed
this extensively in legislation which I
have introduced in Congresses going all
the way back to 1985 when I introduced
my first bill on low birth weight ba-
bies. It is my view that there can be
tremendous savings on low birth
weight babies, on terminal health care
costs, on preventive measures, on more
nurse assistants, and on a whole range
of matters.

But I am very fearful of what was an-
nounced in the Washington Post today
in terms of a mandate on business. I
am fearful about it not only for small
business and the groups which have
been in town in the course of the past
few days, the National Federation of
Independent Businesses, but also for
big businesses, as well.

I have had conversations with busi-
nesses in my State and in other States,
like Bethlehem Steel and other major
corporations. This goes not only for
the big businesses, but for the small
businesses as well, on telling them that
they are going to have to pay a certain
amount of money for health care bene-
fits. Many businesses are already pay-
ing vast sums. As a part of our national
health reform we need to cut back on
what everyone is paying. I think this
can be done.

The bill which the Chafee task force
introduced in 1991 had some very re-
markable savings on group insurance
and ways to cut down costs.

No one knows for sure exactly what
is going to happen and what the costs
will be and precisely how we are going
to bear those costs. But after a tremen-
dous amount of analysis and delibera-
tion in Senator CHAFEE's task force,
our group has come to the judgment
that it ought to be an individual re-
sponsibility. Individuals may have to
have some help from the Federal Gov-
ernment where individuals cannot af-
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ford to pay for it, where they are at the
poverty line or below.

But to say to American business
there is going to be another require-
ment on you to pay more money for
health care is going to drive many
businesses out of business. This is not
only for small business, this is for me-
dium-sized business, and even the larg-
est companies can only take so much
of a burden. I mentioned Bethlehem
Steel. The steel companies in America
have had tremendous, tremendous
problems.

I believe this is an issue which the
American people ought to focus on
right now. This is the first, most for-
mal statement which is in the Wash-
ington Post this morning. I think it
worthwhile—there is no other Senator
on the floor and nobody is seeking rec-
ognition—to read just three of the
paragraphs to show the scope of the
problem of this announcement.

The lead paragraph says the follow-
ing:

After considering a broad range of taxes to
finance health care coverage for the 37 mil-
lion uninsured, President Clinton's health
advisers have decided that most of the bur-
den should fall to employers, a senior White
House official said yesterday.

And then that senior White House of-
ficial is designated to be Mr. Ira
Magaziner, who headed the First
Lady's task force.

Further into the story this statement
appears.

The ACTING PRESIDENT pro tem-
pore. The Senator’s time has expired.

Mr. SPECTER. Mr. President, in the
absence of anyone on the floor, I ask
unanimous consent to speak for an ad-
ditional 5 minutes.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

Mr. SPECTER. I thank the Chair.

The following statement occurs:

But the administration has not yet decided
whether its plan will require employers to
pay a percentage of their total payroll (7 per-
cent is the most frequently mentioned fig-
ure) into some type of centralized system, or
to pay a percentage of employees' health in-
surance premiums, as many companies do
now.

Then, where the story continues on
page Al3, the following paragraph oc-
curs:

To assuage fears that businesses’ costs
might rise rapidly if a mandate were im-
posed, the government would have to limit
the annual growth of the employers’ con-
tribution and *‘to make that a guarantee™ to
the business community, Magaziner said.

When he uses the term ‘‘to make that
a guarantee,’” that is absolutely nebu-
lous and unenforceable. Mr. Magaziner
cannot make a guarantee. This Sen-
ator, the presiding Senator nor the
President can make a guarantee. We
know the history of what happens when
costs are imposed. Those costs inevi-
tably go up. It is a rare, if ever, occur-
rence that costs go down.
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I believe this announcement today,
in this report, that *“'All employers
would pay,” is a clarion call to Amer-
ica to take a close look at this issue.
There are going to be a good many dif-
ferences between what the Chafee task
force will recommend and what the
Clinton task force is likely to rec-
ommend. But I suggest that this is a
fundamental mandate, a requirement
that businesses pay these costs.

We enacted a program on voter reg-
istration extension earlier this week,
the so-called motor-voter. The Senator
supported this program after we
worked out some of the problems and
issues of fraud. Regrettably, we divided
along party lines, which is unfortu-
nate. This is an illustration of a man-
date where we are telling local govern-
ment what they should be doing and
how much they should be paying.

It is fine to set standards, it is fine to
establish objectives, and it is fine to
decide what our goals should be. But
any time we mandate a program, that
we say a program ought to be put into
effect, we ought to be in a position to
figure out a way to pay for it. Simply
to shift the burden to businesses, I sug-
gest, is going to be extremely counter-

productive.
When those of us on the Chafee task
force met this morning, Senator

CHAFEE, Senator COHEN and I decided it
would be useful to come to the floor. I
would like to see the Senate engaged in
taking up health care this morning.
That is not a new call by this Senator,
as the distinguished Presiding Officer
knows. I brought this issue to the floor
in July 1992, and I tried to bring it to
the floor earlier this year. I made a
statement on January 21, the first leg-
islative day, after complimenting the
President on his inaugural speech the
day before, saying I wished he had said
a little more about health care.

I wish he had a plan at that time. I
brought the health care issue to the
floor earlier on the Environmental Pro-
tection Act. I know it was a difficult
matter at that time. I have done so be-
cause I am concerned that unless there
is action early this year, we are not
going to have a health care plan in
1993. I think if we do not initiate a plan
on health care, the program will be set
back.

There are issues to be considered as
we move along with formulating a
health care plan. This issue on em-
ployer mandate is something which I
urge the American people to consider
and, hopefully, to reject.

EXHIBIT 1
[From the Washington Post, May 13, 1993]
UNDER CLINTON HEALTH PLAN, ALL
EMPLOYERS WOULD PAY
(By Dana Priest)

After considering a broad range of taxes to
finance health care coverage for the 37 mil-
lion uninsured, President Clinton’'s health
advisers have decided that most of that bur-
den should fall to employers, a senior White
House official said yesterday.
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“To our way of thinking, even though
that's a difficult decision, we think it's the
only equitable decision,’” Ira Magaziner told
a manufacturers’ group.

The administration plans to propose that
all employers pay part of their employees’
health coverage, he said. Currently about 71
percent of all workers and their families re-
ceive some coverage from their employers.
Consequently, the administration has de-
cided it would be less disruptive to build on
that system rather than replace it,
Magaziner told the National Association of
Manufacturers at a breakfast meeting.

But the administration has not yet decided
whether its plan will require employers to
pay a percentage of their total payroll (T per
cent is the most frequently mentioned fig-
ure) into some type of centralized system, or
to pay a percentage of employees’ health in-
surance premiums, as many companies do
now.

White House officials have previously said
that employees will be required to pay the
remainder of the premium costs themselves,
with government subsidies available to low-
income workers.

Officials with the president's health care
task force have estimated it would cost 330
billion to $90 billion a year to cover the 37
million uninsured. But 85 percent of that
group is made up of working people and their
families, according to the Employee Benefits
Research Institute. If most of those unin-
sured could be covered through employers,
then the federal government's cost of insur-
ing the rest would be far lower than if it as-
sumed the costs of bringing all of the unin-
sured into the system.

The president's health care task force has
considered a wide array of financing options
over the last three months. Magaziner said
yesterday the White House believes that
using a value-added tax to finance coverage
for the uninsured is “‘a non-starter.”

Other tax schemes, such as new ‘‘sin taxes”
on aleohol and tobacco or taxes on health
providers, were still under consideration as
ways to pay for coverage of the uninsured.

In order to cushion the financial shock to
companies that do not now pay for employ-
ees' health insurance, the administration
plans to phase in the so-called employer
mandate, Magaziner said, *'so that the per-
centage of payroll that has to be paid goes
up very slowly."”

“You can't just say to a company that's
paying nothing, ‘You know, next year you've
got to pay 8 percent of your payroll for
health care,” or something like that , . . be-
cause that would be too much for them,” he
said.

To assuage fears that businesses’ costs
might rise rapidly if a mandate were im-
posed, the government would have to limit
the annual growth of the employers’ con-
tribution and ‘*‘to make that a guarantee” to
the business community, Magaziner said.

Requiring all employers to pay for part of
their workers’ health coverage also ‘‘creates
greater equity”’ among companies, said
Magaziner. Currently firms that pay for
their employees' coverage end up subsidiz-
ing—by covering their workers' employed
but uninsured dependents—the health care of
workers in firms that do not offer coverage.
Also, when people without insurance receive
medical care and cannot pay for it out of
pocket, hospitals and other health providers
compensate for the loss by shifting the cost
to paying consumers, who typically have em-
ployer-subsidized insurance.

The National Association of Manufacturers
(NAM) calculates that such health “‘cost
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shifting’’ meant companies that provide
health coverage paid an additional $11.5 bil-
lion in 1991,

Eliminating cost shifting makes the em-
ployer mandate an attractive feature of the
national health overhaul for many employ-
ers, including those philosophically opposed
to government mandates on business. Em-
ployer mandates have won qualified support
from such groups as NAM, the U.S. Chamber
of Commerce and the Association of Private
Pension and Welfare Plans.

“The dialogue has moved much further"
between business and the White House over
reform, said Sharon Canner, NAM's assistant
vice president for industrial relations.

However, the powerful National Federation
of Independent Businesses—which represent
small businesses, many of which provide no
insurance—still opposes an employer man-
date and is expected to mount a fierce cam-
paign against it once health reform legisla-
tion is introduced.

“There's a strong whirlwind we know we're
going to enter into."” Magaziner told the
business group yesterday, forecasting the op-
position the administration expects. ““This is
a nightmare, politically,”

Reflecting on the larger debate over
whether government regulation or market
competition will successfully drive down the
cost of health care, he said, “‘in this town,
most people don't believe in competition,
that's my observation.”

Mr. SPECTER. In the absence of any-
one on the floor, so there is no one else
seeking recognition, I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER (Ms.
MOSELEY-BRAUN). The clerk will call
the roll.

The legislative clerk proceeded to
call the roll.

Mr. PRESSLER. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The Senator from South Dakota is
recognized.

Mr. PRESSLER. I thank the Chair.

(The remarks of Mr. PRESSLER per-
taining to the introduction of S. 947 are
located in today's RECORD under
‘‘Statements on Introduced Bills and
Joint Resolutions.'’)

VISIT TO THE SENATE BY MARY
ROBINSON, THE PRESIDENT OF
IRELAND

Mr. MITCHELL. Madam President, I
am pleased, on behalf of all of the
Members of the Senate, to welcome to
the Senate Chamber the President of
Ireland, the first female President of
that nation, Mary Robinson.

[Applause.]

Mr. MITCHELL. Madam President, I
have just come with President Robin-
son from a meeting which she had with
a group of Senators and officials of the
Irish Government. I want to say for the
record that, on behalf of all of our col-
leagues, it was an extremely interest-
ing and informative meeting, one
which I believe will further the already
strong bonds of friendship between our
two peoples.
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On behalf of all of the Members of the
Senate, I welcome President Robinson.
We admire her personally. We admire
the people of the great nation she rep-
resents, and we look forward to many
continuing years of friendship, trade,
and warm relations between our two
countries.

Mr. GRAMM addressed the Chair.

The PRESIDING OFFICER. The
Chair advises the Senator that the reg-
ular order of business is to start at
10:30.

Mr. GRAMM. Madam President, I ask
unanimous consent that the regular
order of business be postponed 10 min-
utes so that I might speak as in morn-
ing business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

THE PRESIDENT'S PROPOSED
DEFICIT REDUCTION TRUST FUND

Mr. GRAMM. Madam President, we
are all aware that the Federal City is
abuzz this morning that the President,
yesterday, at a fundraiser in New York
City, proposed a new idea, at least for
the administration, and that is the
idea of setting up a deficit reduction
trust fund.

I want to try to explain—at least
given my ability to determine what the
President is talking about—how it
would work. I would like to outline a
problem with it, and I announce to my
colleagues that I am going to give us
an opportunity to vote on it, probably
today.

First of all, the President is trying
desperately to sell the American people
on the idea that we ought to raise
taxes. His problem comes from the fact
that, during the campaign, the Presi-
dent said if he were elected, he was
going to be a new kind of Democrat,
and he was going to cut spending and
terminate agencies, and then he was
going to save $3 in spending cuts for
every dollar in revenues.

And then Senator Bentsen and Con-
gressman Panetta, in their confirma-
tion hearings for the appointments to
Secretary of the Treasury and OMB Di-
rector, said $2 in spending cuts for
every dollar in taxes.

And then the President, in the State
of the Union Address, said $1 of spend-
ing cuts for every dollar of taxes. And,
as all of the Members of the Senate
know, relative to current law, we
adopted the President’s budget. And
when it all totals up, it has $3.23 in
taxes for every dollar in spending cuts.

The President is having a very dif-
ficult time selling Members of Con-
gress on raising taxes on the American
people—a one-third increase in the
marginal tax rate for small business
and family farms, taxing Social Secu-
rity, taxing American families with an
energy tax that would cost about $500 a
family. And so the President now has
come up with a new idea. I would like
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to say that we are now in the longest
running campaign in American history.
The President has been in office for 4
months, and he is still campaigning
and not governing.

Let me explain why this deficit re-
duction trust fund is fraudulent, and
then I want to propose a way to make
it real. Here is why it is fraudulent.
This year, looking toward next year in
the budget that we have just adopted,
in round numbers we are going to
spend about $1.6 trillion. We are going
to take in in revenues about $1.3 tril-
lion So we are going to have a deficit,
in round numbers, of about $300 billion,
spending more than we are taking in in
revenues.

The President says that if we had 350
billion of new taxes in this budget—and
I just pick that number to keep it
round and easy to comprehend—he
wants to take that $50 billion and put
it into a trust fund rather than into
general revenues. And then he wants to
use that $50 billion to reduce the defi-
cit.

Well, that is great, but if you do not

count it as general revenues and you
put it in a trust fund, what happens?
Well, you are still spending $1.6 tril-
lion, but in general revenues you are
taking in only $1.25 trillion; so the defi-
cit rises to $350 billion; the President
takes the $50 billion in the trust fund
and reduces the debt by $50 billion, and
you are back to the $300 billion you
were at to begin with.

This is similar—though not the
same—to the proposal that George
Bush made. President Bush's proposal,
however, would have reduced the defi-
cit. I will explain how that worked, and
I will read you what Alice Rivlin, Dep-
uty Director of OMB in the Clinton ad-
ministration, said about the Bush pro-
posal, I do not know what she is saying
about the Clinton proposal. It is not in
the paper. But I can imagine.

President Bush's proposal would have
worked as follows. It was a checkoff.
So if you have people who want to re-
duce the deficit, they can say: I want
up to 10 percent of my taxes to go not
to spending, but to reduce the deficit.
When people file their tax return, we
would have totaled it up and then re-
quired an across-the-board spending
cut of a corresponding amount; then we
would have used those revenues to re-
duce the outstanding debt.

Notice, under the Bush plan, you had
an automatic cut in spending so that
the revenues actually went for deficit
reductions; whereas, in the Clinton
plan, as the President made very clear
in New York, it does not change any of
his spending programs.

Under the Bush plan, if the American
people checked off $50 billion and said,
“We want this to go to deficit reduc-
tion out of our taxes,” Congress would
have been required to cut spending by
$50 billion so that the $50 billion des-
ignated for deficit reduction would re-
duce the deficit.
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President Clinton’s plan does not af-
fect spending and, therefore, it does
not really affect the deficit. It is in re-
ality an attempt to mislead the Amer-
ican people and to give a fig leaf to
those who want to raise taxes in a bill
that will come to the floor of the Sen-
ate and that will raise taxes, in that
particular bill, about 38 for every dol-
lar in spending cuts.

The President said, and I quote from
today’s Wall Street Journal, that he
wanted to ‘‘guarantee the American
people two things. No. 1 is no tax in-
creases without spending cuts.”

So I want to announce today that,
when we vote on the President’s tax
package, I am going to offer an amend-
ment that says that in any fiscal year
where there is a tax increase, that tax
increase will not become effective un-
less spending is cut in that year by at
least an equal amount.

And might I say to my colleagues,
under the Clinton administration budg-
et, which we adopted, not until after
the 1996 Presidential campaign is over
and the votes are counted would any of
the Clinton administration cuts go into
effect, because not only did our Presi-
dent sell Congress on a budget that
raised taxes $3.23 for every dollar of
spending, but he also sold Congress on
a budget where 80 percent of the spend-
ing cuts occur after the wvotes are
counted in the 1996 Presidential cam-
paign.

The second thing the President want-
ed is: "“No. 2 is that tax increases will
go to reduce the deficit by creating a
legally separate deficit-reduction trust
fund which will tell you where your
money is going."

The only way that could possibly
have any effect is if we make the
spending totals in the President’s
budget binding, if we say we not only
promise these spending cuts, but we
are going to force Congress to live up
to them.

It is interesting, Madam President,
because in the Budget Committee I of-
fered an amendment to do exactly that
and that amendment was defeated on a
straight party line vote. It was opposed
by the administration. All my amend-
ment tried to do was simply this: It
said, in the 5 years of this budget
where we claimed that we have sav-
ings, we want to make these totals
spending caps so that we know that
spending does not go over those totals.
And this would have been enforced the
same way we enforce the 1990 budget
summit agreement, by having an
across-the-board cut in that category
of spending if Congress spent over that
total. That effort was defeated.

It seems to me that one way that we
could show that we support what the
President is trying to do is to, today,
on this bill, adopt an amendment that
would provide instructions that we
make those spending totals binding so
that we know by law that we will not
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let Congress, after they have raised all
these taxes, then backslide on the com-
mitment they have made to the Amer-
ican people by not cutting spending.

So I hope my colleagues will look at
this amendment. I am going to try to
get it drafted today and offer it on this
bill, and we can find out who is with
the President’s sentiment. We all
know, any rational person knows, that
the proposal the President has made is
not going to work. Taking money out
of one pocket and putting it in another
does not make one richer. It may wear
out your pocket, but that is the only
impact of it.

But it seems to me that the Presi-
dent has touched on a very real prob-
lem. One of the reasons the Congress is
here is to help the president, and we
can do that by taking action, perhaps
today, maybe tomorrow, to make the
spending totals in the President's
budget binding. I suspect, Madam
President, the American people would
be outraged if they knew that we do
not have binding constraints that force
us to live up to the budget that we
passed. Now we have laws that put you
in jail if you do not pay these taxes,
but we do not have any laws that force
us to live up to the spending cuts. So I
want to give us that opportunity
today.

Madam President, when President
Bush proposed his checkoff proposal,
which, I remind my colleagues, re-
quired across-the-board cuts and,
therefore, in fact did reduce the deficit,
something that President Clinton's
proposal of yesterday would not do,
Alice Rivlin, then a private citizen,
now Deputy Budget Director in the
Clinton administration, said:

I do not understand how earmarking a por-
tion of the individual taxpayer's taxes for
debt reduction can make a difference when
we are running a deficit. As long as the Gov-
ernment is spending more than it is taking
in, I do not see that that has any real mean-
ing. It is just a gimmick.

I would like to ask Alice Rivlin
today, is the Clinton administration
proposal a gimmick? If the Bush ad-
ministration proposal, which, after all,
required us to cut spending dollar for
dollar, when people checked off and
said they wanted their existing taxes
used for deficit reduction, if Ms. Rivlin
thought that was a gimmick, certainly
she must believe that the Clinton pro-
posal is a gimmick, and I would like to
hear from her.

Thank you.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

IRRESPONSIBLE CONGRESS? HERE
IS TODAY'S BOXSCORE

Mr. HELMS. Mr. President, the Fed-
eral debt stood at $4,241,563,251,233.22 as
of the close of business on Tuesday,
May 11. Averaged out, every man,
woman, and child in America owes a
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part of this massive debt, and that per
capita share is $16,513.20.

THE TAX INCREASE TRUST FUND
IS A PUBLIC RELATIONS GIMMICK

Mr. DOLE. Mr. President, the Amer-
ican people are not going to buy Presi-
dent Clinton's wallet-busting tax bill.
They cannot afford it. And they know
that the President’s tax increase trust
fund is nothing more than a public re-
lations gimmick.

The American people know there are
only two ways to reduce the deficit:
raise taxes, or cut spending.

And I might add that T am advised
that in surveys taken a couple weeks
ago, the American people were asked—
at least some were asked—should we
cut spending or should we cut taxes?
And 84 percent said cut spending first.

I am afraid the President only sees
one way and that is by raising taxes—
not cutting taxes, but raising taxes.

So far, he is leading the league in tax
increases. In fact, he has set an all-
time record. But he is striking out
again and again in the one category
the people care most about—cutting
Federal spending. That is what the peo-
ple want from Washington: less spend-
ing, less government and less double-
talk. So, I would say to President Clin-
ton, ‘‘Mr. President, cut spending first,
cut spending now, and cut out the gim-
micks, starting with the phony tax in-
crease trust fund.”

Now, some folks will say, ‘“‘Wait a
minute, Senator Dole, didn't President
Bush propose something similar last
year?”" Well, President Bush did call for
a voluntary checkoff on your tax re-
turns, where citizens could earmark up
to 10 percent of their taxes to deficit
reduction.

But there is one huge difference—
while it may not have been the great-
est idea in the world, the Bush plan did
force real spending cuts.

In fact, an August 25, 1992, article in
Newsday says it best:

Economists agree on one point. Bush's pro-
posal would not stimulate—and could in fact
dampen—growth in the economy because of
the significant spending cuts the plan would
require.

The point is, it would have required
spending cuts.

That was during the campaign. In
fact, I guess that statement was made
at the Republican convention in Hous-
ton.

Now, how did the Clinton campaign
react, the same Clinton team that is
now pushing the tax increase trust
fund?

Listen to this from then-Democrat
Party Chairman Ron Brown:

It's a silly gimmick. What we need is a vi-
sion for getting the economy back on track
instead of some checkoffl scheme.

Let us remember, too, that the Dem-
ocrat-controlled Senate itself rejected
the so-called Bush gimmick by a 58 to
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36 vote on September 26, 1992. During
the debate, the distinguished chairman
of the Appropriations Committee, Sen-
ator ROBERT BYRD, called the Bush
checkoff, *A silver bullet—it sounds
good. It's a gimmick.” If taxpayers
took the idea seriously, my friend went
on to say, ‘‘There will be no spending
left. * * * We would have to turn off
the lights of the Capitol.”

But there is more. Listen to this ar-
gument made by a prominent Demo-
crat Senator just 8 months ago:

We know how to manage, in an orderly
fashion, the fiscal affairs of the largest gov-
ernment in the world, if we will simply rise
to our responsibilities. We do not need some
sort of ill-conceived, poorly thought out,
flawed contraption to try to persuade us how
we ought to deal with the problem of the def-
ieit. No, this is simply another means by
which some of our colleagues can go back to
the Rotary Club back home, beat their
chests, and claim they are doing something
about the deficit, when in reality they are
doing nothing of the sort.

I could not have made a better argu-
ment about the Clinton administra-
tion's phony public relations gimmick,
but that is not Bob Dole talking. That
is the Senate Budget Committee chair-
man, my friend, JIM SASSER, on Presi-
dent Bush's so-called deficit reduction
gimmick.

With the beleaguered taxpayers al-
ready 113 days into the tax and spend
Clinton administration, it looks like
the campaign spin is going the other
way now. Unfortunately, the only cam-
paign the American people are inter-
ested in right now is a campaign to cut
Federal spending—but so far they are
not getting it.

As I indicated yesterday, this so-
called trust fund is a gimmick that has
been around here for years. I think
Members on both sides have talked
about it. It does not reduce the deficit.
Nobody knows how it works. It does
not do anything. They are still going
to raise your taxes. It does not reduce
your taxes. They are going to raise
your taxes. It does not cut any spend-
ing.

If we are going to have any trust
fund, if we can figure out how to make
it work, which I doubt, there ought to
be a spending cut trust fund. Cut
spending and do not do all the new
spending, $135 billion in new spending,
for programs President Clinton is talk-
ing about. Why take away Social Secu-
rity benefits to raise spending some-
where else? It does not make any sense
to this Senator or to many of my col-
leagues, hopefully on both sides of the
aisle.

If we are going to reduce the deficit
you might make the argument, but we
are not going to reduce the deficit.

So, I would just say this so-called
trust fund idea, I agree with all my col-
leagues who were on the other side of
the aisle making these great speeches
last year when they were talking about
President Bush's checkoff, which did
force spending cuts.
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This trust fund does not force any-
thing. It does not force anything. It
does not reduce the deficit one dime. I
challenge the President to say how it
reduces the deficit one dime.

Nobody said how it is going to work.
Nobody said they thought about this
for any length of time. It is all public
relations because the President under-
stands his program is very unpopular.

I do not care whether people are
Democrats, Republicans, Independ-
ents—what they may be doing. Not
many people write in saying please
raise my taxes $3.23 for every dollar
you cut spending. That is what we are
doing under the so-called Clinton eco-
nomic plan.

So it seems to me public relations
will not reduce the deficit. Everybody
can make all the speeches they want.
We can have all the hype we want. We
can have all these public relations gim-
micks—like a trust fund—we want. It
does not change the deficit one cent.
Not one cent.

So it would seem to me we ought to
get on to really going back and start-
ing over. It is not too late to start
over. When you make a mistake you
ought to say we made a mistake, let us
start over; let us go back and get some
real spending cuts; let us listen to the
American people who, by 84 to 14 per-
cent said cut spending first when given
the choice between cutting spending
and cutting taxes. Not raising taxes. If
it has been raising taxes it would have
been 100 to 0.

So, it seems to me this little trial
balloon that was floated yesterday—I
cannot believe it was seriously floated,
but it was mentioned several times by
the President—I do not really believe
he is serious. He knows it does not
have any impact.

But, if so, we ought to have hearings
on it and we ought to be told how it is
going to work and how it is going to
save America and how it is going to re-
duce the deficit and how it is going to
restore the confidence the American
people are losing because of all the
taxes in the economic plan.

Let us talk about growth, let us talk
about lowered taxes, let us talk about
spending cuts, let us talk about creat-
ing jobs in the private sector—real
jobs.

If we want to do some of those
things, I think there will be a lot of
support on both sides of the aisle.

SMALL BUSINESS WEEK

Mr. PRESSLER. Mr. President, I rise
today as the ranking member of the
Senate Small Business Committee, to
salute America’s small business women
and men during this, the Small Busi-
ness Week 1993. There is much to cele-
brate.

Small business is the engine that
powers the American economy. Accord-
ing to the Small Business Administra-
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tion [SBA], from June 1991 to June
1992, small business created 173,000
jobs, while firms with more than 500
employees lost 235,000 jobs. Small busi-
nesses accounted for two out of three
new jobs from 1982 to 1990. In my home
State of South Dakota, over 97 percent
of businesses are small businesses. In-
deed, just last week, the Corporation
for Enterprise Development—a Wash-
ington-based group, that ranks all
States on a variety of economic condi-
tions—placed South Dakota second in
the Nation in terms of small business
job growth.

As we celebrate Small Business
Week, I want to extend my congratula-
tions to Erskine Bowles, the new Ad-
ministrator of the SBA. I have had the
opportunity to get to know Mr. Bowles
during the Small Business Committee’s
work in confirming his nomination. Er-
skine Bowles understands many of the
problems faced by America’s small en-
trepreneurs. He has owned his own
business. In that business he helped
other businesses obtain the financing
they needed to grow and prosper. He
began his own company in 1975 and in
that year generated revenues of only
$5,000. Over the last 18 years, he built a
successful, 60-employee, regional in-
vestment banking firm specializing in
financial transactions for small- and
medium-sized businesses. This is a true
small business success story. Mr.
Bowles' experiences should serve him
well as the administration's new voice
for small business. I wish him all the
best and look forward to working with
him.

Mr. President, I also want to take
this opportunity to pay tribute to the
business women and men who make
enormous contributions to South Da-
kota's and America’'s economies. I
begin by congratulating Carol Rae,
president of Magnum Diamond Corp.,
in Rapid City, SD. Carol has been
named by SBA as this year's Small
Business Person of the Year for South
Dakota. In addition to that honor,
Carol was named first runner-up SBA
Small Business Person of the Year by
President Clinton in a White House
Rose Garden ceremony that I was priv-
ileged to attend. This is a remarkable
honor for Carol, her company, and
South Dakota.

Carol Rae personifies America's
greatest strength—the vision to cap-
italize on the opportunity our Nation
offers. This is accomplished by using
what is best in you to create something
of lasting value for the community.
This is precisely what Carol Rae has
accomplished at Magnum Diamond
since 1989 when she was appointed
president and chief executive officer.
Magnum Diamond manufactures sur-
gical equipment used by eye surgeons
in the United States and around the
world. From 7 employees in 1989, the
firm has grown to 68 employees and be-
come the leader in ophthalmic surgical
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instruments used in cataract and re-
fractive eye surgery. The company is
lauded by SBA: ‘‘Its state-of-the-art
computerized machining equipment,
laser engraver, and support equipment
contribute significantly to product
quality, and [the company continues]
to pioneer technologies and marketing
expertise in research and development
of new products.” I congratulate Carol
Rae for her dedication, hard work, and
shining example as SBA’'s South Da-
kota and first runner-up National
Small Business Person of the Year.

I also am proud to make note of sev-
eral other South Dakotans being hon-
ored by the SBA. They are Gerald J.
Sherman, a member of the Oglala
Sioux Tribe, Gene A. Murphy of Sioux
Falls, a disabled veteran, Sioux Falls
accountant Wesley C. Nelson, and Ken
Karels, president of Norwest Bank of
Milbank.

Gerald Sherman has been named Mi-
nority Small Business Advocate of the
Year for both South Dakota and the re-
gion. He recently changed employment,
leaving his post as Pine Ridge area di-
rector of the Business Opportunity
Center to start a bank training pro-
gram with Norwest Bank in Sioux
Falls.

Gene Murphy has been named the
Veterans Small Business Advocate.
Wesley C. Nelson has been named as
one of South Dakota's State advocates,
and Ken Karels, has been named Finan-
cial Advocate of the Year.

I am delighted the SBA continues its
tradition of designating a week to cele-
brate small business success stories
such as these.

Mr. President, it is essential that we
in Congress create an environment in
which existing businesses are able to
realize their potential and that more
and more new businesses spring from
creative minds into the marketplace.
By relying on people—by enacting low-
tax, incentive-based, investment-ori-
ented policies—we can do just that.

As ranking member on the Senate
Small Business Committee, I am doing
all I can to help more entrepreneurs
succeed. It is for this reason that I am
introducing the Small Business Tax
Fairness Act of 1993 during Small Busi-
ness Week. My legislation would freeze
tax rates for small businesses at cur-
rent levels. It is designed to prevent
them from having to pay proportion-
ately more in taxes than America's
large corporations as proposed in the
administration’s tax plan.

We must never forget that the reason
any small business succeeds is not pro-
grams, but people, people with visions
of a better and brighter future. We
must foster that vision. With that goal
in mind and in the spirit of Small Busi-
ness Week, I again would like to con-
gratulate Carol Rae and all the other
small business women and men out
there with the vision of the future and
the tenacity to see their dreams be-
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come reality. They truly embody the
American spirit. I salute them.

OPPOSE EMPLOYER MANDATE

Mr. PRESSLER. Mr. President, the
Clinton administration continues to
work on its health care reform pro-
posal. Senator CHAFEE and other mem-
bers of the Republican health task
force are drafting a bill to be intro-
duced in the near future. We all share
the goal of securing universal health
care for all Americans and containing
health costs. However, we may have
some differences on how to achieve
these goals. These fundamental prin-
ciples will be debated extensively in
the coming months.

As 1 have stated previously on the
Senate floor, I believe that health care
cost containment can be achieved
through malpractice reform, reduction
of Federal regulation, simplification of
administrative procedures, changes in
the antitrust laws, elimination of
waste and fraud, greater emphasis on
preventive care and reform of the small
insurance market,

1 do not contend that additional reve-
nues will not be required to obtain uni-
versal coverage. However, effective
cost containment would minimize the
additional revenue required to finance
a health plan. First, we must take
steps to contain medical costs.

Today the Washington Post reported
that the President’s health care advis-
ers have endorsed the concept of a
mandated employer payroll tax to fi-
nance their health plan. I do not sup-
port this financing mechanism.

An employer mandate would not
solve the problem. I fear the cost of
such a system would be far greater
than the benefits achieved. Nearly 70
percent of insured Americans received
their health insurance from their em-
ployer. Most employers are into ne-
glecting the needs of their employees.
The average employee of a small busi-
ness in the United States earns $10 an
hour. In my State of South Dakota this
figure is $8.84. An additional payroll
tax to finance a health plan could in-
crease the employer's hourly wage cost
$1.50 an hour. This would result in
higher costs for goods and services and
less job creation.

An employer mandate would have a
negative effect on our economy. Even
worse, this mandate could spark an
economic crisis. Republicans believe
health care reform can be achieved
without making our economy a sacrifi-
cial lamb.

FACES OF THE HEALTH CARE CRI-
SIS IN MICHIGAN: THE IMPACT
OF HIGH HEALTH CARE COSTS
ON SMALL BUSINESSES

Mr. RIEGLE. Mr. President, as part
of my continuing effort to focus on the
critical need for health care reform, I
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would like to highlight today the im-
pact of skyrocketing health insurance
premiums on small businesses.

I want to tell you the story of Doug-
las Erwin, a small business owner from
Novi, MI. Douglas owns a fruit and veg-
etable market that was previously
owned by his father and has been in op-
eration since 1963. Erwin Farms, the
family orchard that supplies the mar-
ket, has been in operation since 1922.

Like many small businesses across
America, the Erwin family business
struggles with the high cost of provid-
ing health insurance to its employees
and family members. I first heard
about the impact of high health insur-
ance costs on the Erwin family when
Douglas' father, J.W., testified before
the Finance Subcommittee on Health
for Families and the Uninsured, at a
hearing I held in Michigan in 1989.
Since that time, the cost of health in-
surance has continued to escalate.
These costs are more of a problem for
the Erwin family today than when they
first told their story 4 years ago.

Douglas Erwin knows personally that
having adequate health insurance cov-
erage brings a certain peace of mind to
families. Two of his sons have experi-
enced devastating illnesses. He lost one
son to cancer in 1986, when the boy was
9 years old. His other son, who is 11,
was born prematurely with underdevel-
oped lungs requiring intensive treat-
ment in his first year of life. Without
health insurance, the Erwin family
would have faced over 370,000 dollars’
worth of medical bills. It is for this
reason that the Erwin business pro-
vides health insurance coverage to as
many employees as they can afford.

Douglas employs a total of 15 people.
In addition to covering himself and his
family, Douglas is only able to afford
health care coverage for three full-time
salaried employees and their families.
Two other full-time salaried employees
have coverage through their spouses.
The remaining 10 part-time employees
are left on their own. The business cur-
rently pays 100 percent of the premium
cost for the employees they cover.

In 1988, the cost of providing health
insurance for four full-time employees
and their families was over $12,000 a
year for the Erwin business. Douglas
now pays over $20,000 a year for four
full-time employees and their families.
Mr. Erwin expects the premium costs
to increase again this year to over
$24,000. In other words, the cost of pro-
viding health insurance will have dou-
bled in 5 years.

The high cost of health insurance sig-
nificantly increases the cost of doing
business for the Erwins. The $20,000 in
health care premium costs is a signifi-
cant expense, which directly affects the
profit margin of the business. Last
year, the net profit of the business was
only $5,000. In 1988, when their health
care costs were lower, the business
cleared over $39,000 in net profits.
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It is not only business profits that
are affected by the rising costs of
health insurance; other aspects of the
business suffer as well. Mr. Erwin has
had to cut back on store renovations
and employee paid vacations. If the
costs of health care premiums continue
to escalate, he will be forced to cut
back on benefits provided to employ-
ees, end coverage for dependents, or
impose cost-sharing for the cost of pre-
miums.

The Erwin family business is just one
example of how the high costs of health
insurance are crippling small busi-
nesses in America. Many small busi-
ness owners want to provide health in-
surance coverage for their employees
but cannot afford it. We need national
health care reform to control the esca-
lating costs of health insurance, to
make it more affordable.

Without health care reform, our busi-
nesses in America, both large and
small, will continue to struggle to stay
competitive. The strength of our econ-
omy depends on containing the growth
of health care costs in America. I will
continue to do all that I can to control
skyrocketing costs of health care
through comprehensive reform of our
health care system.

e —
THE 250TH ANNIVERSARY OF
PELHAM, MA, HOME OF SHAYS’
REBELLION

Mr. KENNEDY, Mr. President, it is a
privilege to take this opportunity to
pay tribute to the residents of Pelham
in western Massachusetts on the cele-
bration of their 250th anniversary.

Pelham was founded in 1733 and was
originally named New Lisburn, after
the town of Lisburn in what is now
Northern Ireland. The name was
changed to Pelham in 1743, in honor of
Lord Henry Pelham, who was visiting
the town at the time and who had just
become Prime Minister of Great Brit-
ain under George II.

Pelham is well-known in American
history as the home of Daniel Shays,
who fought in the battle of Bunker Hill
at the beginning of the Revolutionary
War. After the war, he settled in
Pelham where he served as a member
of the Committee of Safety and was
later elected to several town and coun-
ty offices. In 1786 and 1787, he led the
famous Shays' Rebellion, the farmers’
revolt that alarmed the newly inde-
pendent colonies and convinced them
to revise the Articles of Confederation
and create a constitution establishing
a stronger National Government.

Pelham’s town hall still stands on its
original site. It is the oldest town hall
in continuous use in the United States,
and has been the location of at least
one town meeting every year since
1743.

A former church in the town is now a
significant museum containing histori-
cal memorabilia of the Pelham area.
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Other major points of interest include
Pelham's cemetery, where many of the
earliest settlers of the town are buried,
and the commons surrounding the
town hall, which was used to train the
local militia.

I commend the people of Pelham for
their outstanding history. Pelham has
had a great 250 years—and may the
next 250 years be equally great.

HONORING ELIZABETH GONZALEZ

Mr. D'AMATO. Mr. President, I rise
today to pay tribute to Elizabeth Gon-
zalez. Ms. Gonzalez, 24, was tragically
killed in a car accident on December 8,
1992. She was another tragic victim of
a drunken driver.

At the time of her death, Elizabeth
was the actifig administrator of Touro
Law School's Legal Education Access
Program [LEAP]. As the administrator
of this program, she coordinated all
LEAP activities. She was an accom-
plished student, and an active member
of the legal community. Her goal was
to help those less fortunate than her.

Her desire to help those less fortu-
nate was a result of the tough neigh-
borhood in which she grew up. She was
born in the east New York section of
Brooklyn and came to be an outstand-
ing leader in her law school commu-
nity. She never forgot her roots and
Puerto Rican heritage. Elizabeth al-
ways tried to set an example for oth-
ers, and she gave the young people of
her community hope for a better life.

I wanted everyone to know that Eliz-
abeth Gonzalez was a fine young
woman and a fine student. The world
has lost a valuable human being, but
her memory will live on in those whose
lives she has touched.

A SINGULARLY ACUTE INSIGHT
INTO THE LOS ANGELES RIOTS

Mr. BYRD. Mr. President, I recently
inserted into the RECORD a particularly
keen analytic essay from the American
Scholar, ‘‘Defining Deviancy Down,"
researched and written by our distin-
guished colleague and friend, the senior
Senator from the State of New York,
Senator DANIEL PATRICK MOYNIHAN.

In that salient piece of commentary,
Senator MOYNIHAN warned of our all-
to-facile contemporary tendency of be-
coming so accustomed to violent, law-
less, and antisocial behavior that many
people begin to accept such behavior as
customary at best and, worse, cease to
be shocked by violent, lawless, and
antisocial acts such as murder, assault,
rape, muggings, and the like. As Sen-
ator MOYNIHAN wrote, we are ‘‘getting
used to a lot of behavior that is not
good for us.”

In the Washington Post May 5, col-
umnist Richard Cohen similarly cites
Senator MOYNIHAN, and carries the
analysis several steps further, particu-
larly with regard to a current willing-
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ness—no, inclination—to excuse even
the most heinous, violent, antisocial,
and lawless behavior and actions if, by
so doing, such excusing endorses or
validates a prior ideological commit-
ment.

In this instance, columnist Cohen has
in mind the convoluted intellectual
prostitution that allowed men and
women who should know better to ex-
cuse the infamous destruction and
thuggery subsequent to the first “Rod-
ney King Trial" as an expression of so-
cial and economic protest—a further
exercise, if you will, in “freedom of
speech," “‘dissent," or ‘‘protest.”

Citing a recent Los Angeles Times
survey of people convicted of crimes
during the riots, Cohen concludes that
the mobs of ethnically mixed partici-
pants were not social crusaders inscrib-
ing their political frustrations in dra-
matic gestures of political disobedience
and enthusiastic dissent from the Simi
Valley jury verdict. On the contrary,
the L.A. Times survey reveals that 60
percent of the arrested rioters had
prior criminal records and, in fact,
were just doing what they were most
inclined to do if not restrained by law-
enforcement agencies—that is, break-
ing the law by any means expedient.

To quote Mr. Cohen directly:

In short, the Times has confirmed that
criminals commit crimes. It's true that
there are all sorts of cultural and economic
causes of crime, but it stands logic on its
head to describe the riots as a rebellion. All
that language does is provide a tortured jus-
tification for theft, arson and murder.

In my opinion, as he often does, Mr.
Cohen has hit the proverbial nail on
the head and, in so doing, has defined
the compounded crime that followed in
the wake of the L.A. ‘‘Rodney King"
riots—the willingness—no, the eager-
ness—of a disturbing number from
among America’s cultural elite to en-
circle that literal holocaust of flame,
theft, and thuggery with a halo of so-
cial and political respectability.

Let someone attempt to explain that
piece of intellectual legerdemain to
those who lost their lives during the
L.A. riots, or to the dozens of hard-
working men and women—white,
black, Asian, and Hispanic—who lit-
erally watched their jobs and property
go up in thermonuclear-sized clouds of
stinking black smoke that hovered
over southern California for days.

As Senator MOYNIHAN asserted, a so-
ciety can bear only so much aberrant,
antisocial, and deviant behavior before
that society crumbles and collapses.
Both Senator MOYNIHAN and Mr. Cohen
have gone far in sounding a social
alarm. Let us hope that intelligent,
concerned people recognize the percep-
tions and wisdom of both Senator MoY-
NIHAN and Richard Cohen before our so-
ciety crosses the point of no return.

Mr. President, I ask that Richard
Cohen's column on the op-ed page of
this morning's Washington Post,
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‘‘Look Who Looted,” be printed in the
RECORD, in order that more of our col-
leagues might have access to some im-
portant observations on a disturbing
episode in our contemporary history.

There being no objection, the column
was ordered to be printed in the
RECORD, as follows:

[From the Washington Post, May 5, 1993]
Loox WHO LOOTED
(By Richard Cohen)

Right after the Newark riots of 1967 (26
killed), I went door to door asking about the
stores that had been looted. Had the store-
keepers sold on credit? Were they hated? I
did that because I had read that in the Watts
riots of 1965, the looters had exercised some
discretion. They had trashed only the stores
of hated shopkeepers. In Newark, that was
not the case.

Now comes a Los Angeles Times survey of
people convicted of crimes during the L.A.
riots. Once again, we {ind the looters were
without sociological or political purpose.
They were after loot—and not, for the most
part, food. The Times studied nearly 700 peo-
ple convicted of riot-related felonies (90 per-
cent of them looters) and found their number
one target was electronics gear followed by
liquor, clothing and auto parts. Food and
baby goods made up only 9 percent of what
was taken.

The riots were supposedly triggered by the
near exoneration of the police officers who
had beaten Rodney King. But for all the talk
of the riots being an *‘insurrection’ or a *‘re-
bellion,” the police reported only one riot-
related crime in which King was mentioned.
His name was invoked by two men, one white
the other Latino, who robbed a black mer-
chant at gun-poeint. Their reference to King
was hardly adulatory.

The statistical profile of the looters is
hardly a surprise. It's similar to the one de-
veloped by the Kerner Commission following
the 1967 riots in various cities. Your typical
looter is a young male, poor, likely to be un-
employed, a high school dropout and a short-
term tenant. For all the reports of yuppies
engaging in the sacking of L.A., not one was
found. On the contrary, the typical rioter (60
percent) had a criminal record. No condo
owners here.

In short, the Times has confirmed that
criminals commit crime. It's true that there
are all sorts of cultural and economic causes
of crime, but it stands logic on its head to
describe the riots as a rebellion. All that lan-
guage does is provide a tortured justification
for theft, arson and murder. It implies that
a kind of grand equity is at work, as if the
stealing of stereo equipment is the equiva-
lent of the sacking of grain warehouses by
starving peasants. Just in terms of the pre-
ferred beverage—liguor—this so-called rebel-
lion is hard to distinguish from spring break
at the beach.

One would think that after the riots of the
1960s, lessons would have been learned. The
wounds inflicted in many communities have
not healed. Yet the voice of moral outrage
has been muffled, while riots are treated as
some sort of economic upheaval and not as
what they are—the collapse of law and order.
Now, we even see attempts to coopt street
gangs, to treat them with respect and try to
channel them into established enterprises,
This has been attempted before and has
failed, but it bestows legitimacy on what are
criminal organizations composed of punks
and goons.

In a recent speech, Sen. Daniel Patrick
Moynihan (D-N.Y.) waxed nostalgic about
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the New York City of his youth. It was a
safer, more efficient and altogether more liv-
able city 50 years ago. Although New York in
1943 had 150,000 more people than it does now
(and much poverty). it had relatively little
violent crime—44 homicides by gun vs. 1,499
last year. The conclusion is inescapable:
Something other than sheer economics plays
a role in crime. The other factor—or at least
a piece of it—is culture, a broad word, which
can mean many things.

Inescapably, though, one aspect of our cul-
ture is the refusal to condemn criminal be-
havior. That lack of unambiguous reproof—
or one so freighted with sociological caveats
that it amounts to nothing at all—was
present after the L.A. riots. It's not that
anyone approved of the riots—those days,
thank goodness, are gone—it was rather that
in some cases the rioters were not the only
ones blamed. So, too, was government and
society—a lack of jobs, poor schools etc.

None of that can be overlooked. After all,
people with jobs have something to lose and
are therefore restrained in their behavior.
But the statistics compiled by the L.A.
Times strongly suggested that most of those
who looted did so because they simply did
what they felt like doing. It's hard to blame
society for the looting of a liquor store. It's
getting easier, though, to blame those who
persist in blaming everything other than the
criminal himself.

WHY THE SENATE NEEDS
HERBLOCK

Mr. MOYNIHAN. Mr, President, as we
conclude our work in the Senate for
the week, one or two bills enacted, two
or three better than average speeches,
there is no mistaking the listlessness
that has somehow taken hold of this
Chamber, so often given to robust de-
bate and the fearless confrontation of
daunting challenge. A certain miasma
somehow suffuses and even enervates
our deliberations. The dread term mal-
aise even suggests itself. New Members
sense this; the more senior among us
are at once perplexed and subdued.
Something is awry and calls for expli-
cation.

It is accordingly not a moment too
soon to address the matter, lest the
Commentariat, to use the recent and
felicitous formulation of the Washing-
ton Post editorial page, should seize on
the matter and worry the public even
more than we are worried. Happily
there is an answer. Much as in homeo-
pathic medicine, a cure will so often be
found at the site of the malady, so we
may turn to that very page and illu-
minate, if not indeed disperse alto-
gether the gathering gloom. A box at
the top of the upper right side declares:
“‘Herblock Is Recuperating From Sur-
gery.” Voila! No wonder we are adrift!
No wonder we lack direction.

But no matter. He will return pres-
ently, and with him our spirits will
rise, even as do, on occasion, our tem-
pers. And so, Mr. President, I ask unan-
imous accord, as I cannot doubt will be
conferred, that we all wish him a
speedy recovery and a prompt return to
his incomparable and indispensible
surveyance of the Nation's business.
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CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morning
business is closed.

——— R —

THRIFT DEPOSITOR PROTECTION
ACT OF 1993

The PRESIDING OFFICER. Under
the previous order, the Senate will now
resume consideration of S. 714, which
the clerk will now report.

The assistant legislative clerk read
as follows:

A bill (8. T14) to provide funding for the
resolution of failed savings associations, and
for other purposes.

The Senate resumed consideration of
the bill.

The PRESIDING OFFICER. The Sen-
ator from Ohio.

Mr. METZENBAUM. Madam Presi-
dent, today we are considering what I
hope will be the last installment pay-
ment in a sad series of events that fol-
lowed the collapse of our Nation's sav-
ings and loan industry.

To date we have approved $170 billion
in taxpayers’' money to bail the thrift
industry out of that which was an
avoidable disaster. There is a lot of
anger and resentment here in the Con-
gress and across the country because
we have thrown away so much money.
The history of the savings and local
bailout is one we would all like to for-
get, but we must not and we cannot.
We cannot turn our backs on the de-
positors in those savings and loans.

The collapse of the savings and loan
industry which necessitated the bail-
out had its genesis in the mindless de-
regulation of the early 1980's. Deregula-
tion let thrifts, which until then were
largely community based and depositor
owned, become gamblers and land spec-
ulators.

Financial operators took over, and
they raked in Government-insured de-
posits by the barrelful. They turned
around and loaned those billions of dol-
lars out for the purchase of raw land
and to developers with absolutely no
creditworthiness.

From that point, it was all downhill.
By 1985, the situation was literally
grim. So many thrifts were broke that
the Federal savings and loan insurance
fund was out of money.

What did the regulators do? The reg-
ulators ducked rather than confront
the problem. First, regulators kept the
thrifts open by allowing them to turn
up even larger debts that the taxpayer
would have to pay. The cover story was
that the thrifts were being allowed to
work themselves out of the problem.
That was phony. Thrifts did not and
they could not work themselves out of
these problems. They had made bad
loans, and they were not going to get
them repaid.

Then regulators tried selling the
failed thrifts by offering large tax
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breaks in the now infamous 1988 deals.
The Federal Savings and Loan Insur-
ance Corporation transferred failed
thrifts to private acquirers literally,
literally in the middle of the night and
in end-of-the-year deals. Billions of
dollars in Federal subsidies, guaran-
tees, and tax breaks were given to the
country's sharpest financial manipula-
tors, and the American people only
learned about it much too late after
the fact.

When the dust settled, we learned of
one 1988 deal that was so sweet that it
turned a failed savings and loan into
1989's most profitable savings and loan.
It took a failed savings and loan, by
reason of the deal that the RTC made,
and turned it into 1989's most profit-
able savings and loan.

The acquired S&L failed.

How much of his money did he put
up? Not very much. He put up only
$1,000 of his own money and got Blue
Bonnet Savings Bank and over $3 bil-
lion of Federal subsidies.

If somebody had told you that could
be done, you would say it is impossible;
no Government could possibly be a
party to that. Even in normal times, he
could not have acquired a thrift be-
cause he personally had entered a cor-
porate guilty plea of fraud for a com-
pany that he owned and controlled.

But he was smart. He was clever. He
hired a former Vice Presidential aide,
who saw to it that the deal was ap-
proved.

The next year the RTC was born, re-
placing the failed, Savings and Loan
Insurance Corporation [FSLIC]. The
RTC was charged with closing down
the remaining thrifts and suing those
responsible. The RTC's record of recov-
ering money from the crooks who
caused this scandal is pitiful. The
RTC’'s record of selling the assets of
failed thrifts is marked with scandal,
mismanagement, and inefficiency.

This $100 billion crisis was not caused
by the Clinton administration. They
had no part of it. They certainly were
not in office. They cannot be respon-
sible for it. But under the way our Gov-
ernment operates now, the Clinton ad-
ministration bears the burden of finish-
ing the cleanup. I believe the adminis-
tration has made a good start and is
doing everything possible to get con-
trol of it.

Hopefully the money we are about to
approve, and the changes we are about
to make, will close this shameful chap-
ter in the country’s history.

Despite this sorry legacy, I have a
great measure of confidence as we look
to the future. Most importantly, this
bill will go a long way toward making
improvements in an agency that has
been wasting taxpayer dollars not by
the thousands, not by the tens of thou-
sands, not by the hundreds of thou-
sands, not by the millions, but by the
billions.

This bill now contains important and
long-needed improvements in the way
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the RTC will be run. Not only that, it
contains improvements in the way that
its successor agency, the FDIC, will op-
erate. FPinally, we have a bill that be-
gins to look forward. It did not come
about easily. There were an untold
number of hours put into remodeling,
reworking, bringing this bill to the
point that it is at. Those hours were
spent by the staff and the members of
the Banking Committee. They came
forward with a product.

Then some members of the Banking
Committee had some concerns about it.
I had some concerns about it. There
were a number of improvements made.
And then, after that, there were fur-
ther discussions made by myself and
my staff. And with other members of
the committee, the chairman, the staff,
and the Treasury Department, substan-
tial other amendments were agreed to
and adopted.

I think the bill is a major step in
moving forward. We are at long last be-
ginning to take charge of the situation,
learning from past mistakes and put-
ting problems behind us.

Today, we are rounding a corner. We
have the help of an administration that
has been willing to take a hard look at
the problem and agree to reforms that
will correct them.

We worked hard with the Acting CEO
of the RTC Roger Altman. Mr. Altman
is meeting his responsibility to the
public admirably. Although I am not in
total agreement with him, he worked
forthrightly to meet our concerns and
was willing to push for the inclusion of
many of our ideas in the managers’
amendment. There has been much
progress in bringing the bill to the
floor.

Thanks as well and in large measure
also to Chairman RIEGLE, we have be-
fore us a bill that recognizes most of
the RTC’s major weaknesses and ineffi-
ciencies and does something to fix
them. Conseguently, I hope that this
bill will begin restoring public con-
fidence that the Government can pro-
tect the average taxpayer's interests.

While I am enthusiastic about the
progress this legislation represents, I
believe that there remain areas for im-
provement, This Senator intends to
offer an amendment to extend the pe-
riod of time in which the Government
may bring suit against those who
caused taxpayer losses. I will introduce
such an amendment later. A virtually
identical amendment passed the Sen-
ate twice last year—78-10 and 68-12.
Both of the managers of today's bill
voted for it. The current Secretary of
the Treasury voted for it. The former
CEO of the RTC, Albert Casey, sup-
ported it. The former Secretary of the
Treasury, Nicholas Brady, supported it.
I hope that each Senator who voted for
it—and, as I pointed out, there were 78
who voted for it at one point; and 68 to
12, there were 20 absences at that point,
so the number was a bit less—will see

CONGRESSIONAL RECORD—SENATE

fit to vote for it. And I believe that the
companion measure in the House will
move in this very same direction.

With an extension of the statute of
limitations added to the bill, I am con-
fident that we will have taken meas-
ures to further protect the taxpayers.

I am frank to say that I and my staff
spent countless hours working with
members of the Banking Committee,
their staffs and the Banking Commit-
tee staff in order to incorporate many
new RTC policies in the managers’
amendment. I think they are useful
and important changes. They reflect a
vigor and excitement about the way
Government can work for the public
and the taxpayer. I hope they will be
followed by many more involving other
agencies.

There are few agencies that have
been as expensive to the taxpayers of
this country as has been the RTC and
its predecessor agency, FSLIC. The
American taxpayer had very little to
do with it and could not do much about
it. The blame very definitely fell upon
the doorstep of those who preceded this
administration. There was an indiffer-
ence, a lack of caring and, in some in-
stances, a kind of cooperation to help
some special people make money out of
the debacle that had occurred in the
savings and loan industry.

Mr. President, let me describe some
of the improvements now in the man-
ager’s amendment.

We will no longer have an RTC that
is run by its own contractors for their
private profit, rather than for the tax-
payers who are footing the bill.

This bill creates—for the first time—
a chief contracting officer at the RTC
who would set uniform standards for
contracting and contracting enforce-
ment. The bill makes the chief con-
tracting officer a senior official and
makes him or her a voting member of
the RTC’s executive committee. The
RTC has over 25,000 active contracts,
and is in large part, an agency that op-
erates through contractors, rather
than its own staff. Hopefully with the
chief contracting officer provision en-
acted into law, we will have seen the
last of subterfuges such as Operation
Western Storm, where a $24 million
contract with a single company was
broken down into 92 separate parts in
order to get around competitive bid-
ding requirements.

Another provision calls for certifi-
cation by the Chair of the RTC's over-
sight board before more than $10 mil-
lion of newly available funds can be
used.

One of these certification’'s require-
ments is that the RTC improve man-
agement information systems to pro-
vide complete and current information
on a cost-effective basis. What that
means in substance is that the public,
or those who are interested in doing
business with the RTC, will be able to
find out the facts. Right now it is an
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unbelievable situation. It has been.
Changes are being made as we meet
here today. But in the past, somebody
who wanted to do business with the
RTC might have been a man from Mars
as far as the RTC was concerned. They
were indifferent. They could not care
less. They were not willing to sit down
and talk. You could not buy a property
from the RTC, you could not find out
how it was going to be sold. The door
was slammed in your face. It was an in-
credible situation that a Government
would deal with the people of this Na-
tion so crassly, while at the same time
expending billions of dollars of the tax-
payer's money.

Hopefully, this new management in-
formation system will end situations in
which the RTC—listen to this—'‘mis-
placed”—that is their word—"mis-
placed $8 billion in savings and loan as-
sets in its western region.”

Another provision creates the posi-
tion of chief financial officer. The CFO
will report directly to the Chairman of
the Corporation. Employees of the
RTC, and of its many contractors will,
for the first time, be protected if they
expose waste of public funds and gross
mismanagement. No longer will those
who protect the public by revealing
$25-a-hour copying charges have to risk
their jobs by serving the public and the
taxpayer.

The RTC was paying people $25 an
hour just to do copying. Somebody
raised the issue and that individual's
job was placed in jeopardy.

The bill would also shift the burden
of proof in disciplinary proceedings in
favor of RTC employees who expose
waste and fraud and abuse.

The managers’ amendment looks for-
ward to the time the FDIC will assume
the RTC's present responsibility for
shutting down failed thrifts. The
amendment calls for an independent
FDIC inspector general, appointed by
the President and confirmed by the
Senate. The new inspector general will
no longer—no longer be beholden to the
FDIC's Chair, who picked him or her—
a Chair whose actions the inspector
general will have to review and criti-
cize.

It was an absurd situation that has
been prevailing, that the chairman of
the Commission would be choosing the
inspector general. The inspector gen-
eral then would be looking for the
wrongdoing of the RTC. The fact is, he
would be judging the person who gave
him his job. It just did not make sense.

These measures, a senior contracting
official, a chief financial officer, whis-
tle blower protections for employees
and contractors, an up-to-date manage-
ment system, and an independent in-
spector general as well as others stem
from the work of six Senators on the
Banking Committee, including its four
new members. It stems also from the
fact that a member of my staff, Brian
McTigue, has spent an unbelievable
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amount of hours working with the staff
of the Banking Committee to bring
about these changes. And the six Sen-
ators on the Banking Committee are to
be applauded. Those are the ones who
took the lead in inserting this lan-
guage in the managers' amendment.

We have been in consultation with
them but they were on the committee.
This Senator is not on the committee.
And they deserve the commendation of
the American people.

Senator JOHN KERRY; Senator PATTY
MURRAY, a new Senator; Senator
BOXER, a new member; Senator BRYAN;
Senator MOSELEY-BRAUN, also a new
member; and Senator CAMPBRELL, also a
new member—four new members as-
serted themselves. There has been a
feeling around here that Senators who
are new should sort of sit in their seats
and not really be involved. These four
new Senators, and Senator BRYAN and
Senator KERRY, did assert themselves
and they worked with Senator RIEGLE
and his staff, and they brought about
these changes. They worked with a
member of my staff. They all worked
together and I am proud of the fact
they brought about a bill that is far,
far better than anything that has been
brought to this floor in the past con-
cerning this agency. The public will be
well served because of their interest
and the efforts of all of the others in-
volved.

There is another provision in the
managers' amendment that I want to
bring to the Senate's attention. It has
to do with the professional liability
section of the RTC's legal division. The
provision will reconstitute the profes-
sional liability section under one su-
pervising attorney, the assistant gen-
eral counsel for professional liability,
who will be in charge of all RTC per-
sonnel including investigators and out-
side contractors engaged in the effort
to sue those who cause failures at
thrifts. The assistant general counsel
for professional liability will become a
statutory position, appointed by the
Corporation. He or she will report to
the general counsel and the chief exec-
utive officer of the RTC.

This provision in the managers’
amendment is necessary to restore the
professional liability section to its
original operating structure. Early last
year the professional liability section
was reorganized. In effect, it was torn
apart. It was not reorganized for the
betterment of the people, it was torn
apart by a callous administration, in-
different to the taxpayers' interests. A
better description might be that the
professional liability section was not
reorganized, it was disorganized. A con-
sequence, the professional liability sec-
tion is in such disarray and discord
that it is failing to sue the insiders,
whose greed contributed billions to the
cost of the bailout, leaving the tax-
payers at risk.

The reorganization cut the authority
of the assistant general counsel for
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professional liability who had built the
unit from scratch. His budget was
taken away and then his control over
professional liability section lawyers
in the field was drastically cut. Any-
thing to keep him from doing the job
that he was trying to do. He was then
made so uncomfortable that he left.

Since then, four of the section’s re-
maining six managing lawyers have
left. In fact in the ensuing year, one-
half—one-half of all professional liabil-
ity section lawyers have gone, includ-
ing the most senior and the most expe-
rienced. More would have gone, but the
ensuing publicity cautioned the RTC to
rescind its plans to let them go.

Fifty percent of the remaining pro-
fessional liability section attorneys
have less than 12 months of experience
with professional liability cases, al-
though the learning curve for profes-
sional liability section cases is 18
months, according to the FDIC.

This has left the RTC with a profes-
sional liability section that lacks the
professional proficiency and independ-
ence to protect the taxpayers' inter-
ests. The professional liability section
lacks the expertise to bring tough
cases against the well-heeled and well-
organized defendants responsible for
major thrift losses.

Let me say this to you, Mr. Presi-
dent, this is an area where there have
been so many doubters that have gone
out the door, either willfully or unin-
tentionally—but the fact is, this agen-
cy has been ripped off, and the Amer-
ican taxpayer has been forced to pick
up the bill. We wound up with an agen-
cy, instead of doing the job it should
have done and could have done, really
trying to frustrate those lawyers who
were in the agency who wanted to do a
good job. And they were disorganized;
they were reorganized; they were not

supported or helped. It was a definite -

effort on the part of the previous peo-
ple in charge to see to it that they did
not do a good job. And we are talking
about billions of dollars. We are talk-
ing about the failure to bring lawsuits
in time, We are talking about not hav-
ing the files organized. We are talking
about not knowing what is going on.
We are talking about immature people
not being able to do the job. But the
taxpayer has been stuck with the bill.
Let me give an example.

The RTC has typically shied away
from suing accounting firms that dis-
covered risky and imprudent lending
by insider board member officers who
did not, then, inform outside thrift
board members of the situation. What
they are saying is they do not want to
sue the insiders on the board who failed
to inform the outsiders; the insiders
being the people who work at the cor-
poration, who work at the savings and
loan and the outsiders being members
of the community who were not really
as familiar with what was going on.
And the insiders had a responsibility to
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tell what was going on to the outsiders.
But they did not do it.

Typically, the accounting firm's mo-
tivation for not disclosing these prac-
tices was to avoid jeopardizing its own
lucrative contract with the thrift’'s in-
side director management. The ac-
counting firm knew there were prob-
lems, knew action should be taken, but
they did not want to rub the fur the
wrong way. So they did not go to the
leadership of the savings and loan, to
the outside board members, and say:
Look, are you aware these things are
going on? And, for that, they were irre-
sponsible and in many instances should
have been held legally responsible for
damages.

This Senator obtained one profes-
sional liability section lawyer's memo
which describes the RTC'’s reticence to
sue big accounting firms because it
feared their ‘‘scorched Earth policies
towards RTC legislation.” Of course,
such fear eliminates the potential to
achieve significant money recoveries
from accounts who are paid hand-
somely, and to this day are being paid
handsomely by the thrift, to not exer-
cise their professional duties.

The assistant general counsel for pro-
fessional liability now has little con-
trol over professional liability section
attorneys outside of Washington. Com-
ponents of the RTC, which are not even
part of the legal division, such as the
division of assets, sales, have control—
even veto power—over key actions of
professional liability lawyers outside
Washington. This is an agency that I
importuned to try to do more on the
inside, try to hire lawyers on the out-
side at a more reasonable figure. But
no. The agency was not willing to do it.

I personally called major law firms of
this country and said, “Would you han-
dle these claims that arise out of the
failure of these savings and loans?
Would you handle these claims on a
contingent-fee basis?”’ And with one
exception they said they would have a
conflict of interest, and one other ex-
ception said, ‘‘Yes, we will do it but
not charge for it."

I asked if they would do it on a con-
tingent-fee basis. I wrote to Mr.
Seidman and said, ‘‘These are the firms
willing to do it."" Mr. Seidman paid no
attention. He was not worried about
saving the taxpayers dollars. He was
indifferent.

The fact is they went out and hired
lawyers and finally hired one firm on a
contingent-fee basis, paying them $300
an hour as a going-in rate, and if they
were successful, which was easy to do
because it was the Milliken case, and
they said if they raised over $200 mil-
lion from the settlement, which any-
body knew was going to be done and
could be done, they would be paid not
$300 an hour but $600 an hour—$600 an
hour.

There are instances, and we have spe-
cific examples, where the professional
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liability section was paying law firms
very, very substantial amounts of
money, if my recollection serves me
right, an amount like $127,000 for doing
what? Just for the time spent in pre-
paring the bill.

If I sound a bit irritated or upset
about this it is because it is a subject
that has upset me for over a period of
many years when I see taxpayers’ dol-
lars flow out the door; when I see when
we came to the floor and tried to get a
few dollars for the WIC Program, or
some program for feeding children or
for immunization and we could not find
the money, but we were perfectly will-
ing to let billions of dollars go out the
door.

The previous administration was un-
willing to face up to its responsibility,
and no matter how much we impor-
tuned them, no matter how much we
begged them, no matter how much we
entreated with them, they were not
willing to meet their responsibility. I
am hopeful that there will be a new
day, and I am optimistic there will be
under the new leadership of Mr. Alt-
man over at the RTC.

Bringing professional liability law-
suits has also been difficult because the
RTC's investigators who developed the
cases are not part of the professional
liability section. They are not even
part of the legal division. They are part
of the division of institution operations
and sales, whatever that is. Con-
sequently, if an investigator is asked
by a lawyer to look at something, the
investigator can ignore it with impu-
nity. There was little a lawyer could do
to stop it.

The administration supports this ef-
fort to reorganize, and I commend
them for it. The administration wants,
as do we in the Senate, to return pro-
fessional integrity to the professional
liability section, and I think we are
moving very dramatically, very dras-
tically in that direction by reason of
that which is before us today.

Another important provision in the
managers’ amendment requires the
Secretary of Treasury to make periodic
certifications that the RTC has taken
steps to control its legal costs. That is
not a new subject with me, as I have al-
ready stated.

Finally, we have an administration
that will address this matter head on.
The RTC's legal spending has been a
history of extravagant subsidy to the
legal profession as well as for the ac-
counting profession. Annual fees for
outside legal costs have run to $600
million—$600 million. We are talking
about an immunization program of $300
million and having some controversy
about that. At a time when we cannot
find an additional $100 million to ex-
pand the WIC Program or the nutrition
program, the RTC is paying lawyers
unbelievable amounts per hour, no ne-
gotiation, sending out all the cases,
getting the biggest law firms in the

CONGRESSIONAL RECORD—SENATE

country to handle the work and run-
ning up bills that are absolutely astro-
nomical. It has been a shame and a dis-
grace.

I am pleased to report the managers’
amendment would put the brakes on
this. Before the RTC could draw more
than $10 billion from the Treasury, the
Secretary of the Treasury will have to
certify that new controls on legal fees
are in place. These controls would re-
quire that the RTC use staff lawyers
before using high-priced outside law
firms. RTC attorneys, some of them in
high management positions, have in-
formed my staff that this is the single
best way to control legal costs without
reducing the quality of the work.

When the circumstances require that
the RTC hire outside lawyers with par-
ticular skills in areas like bankruptcy
or environmental law, the RTC would
be required to use negotiated contin-
gent fee and competitively bid fee
agreements, whichever would reduce
the cost without reducing the quality
of the legal work.

Mr. President, I congratulate the
chairman and the ranking Republican
member on the committee and the ad-
ministration for the managers’ amend-
ment. The provisions of the amend-
ment, along with the commitment and
energies of the Clinton administration,
give us the opportunity to put an end
to the expensive and disruptive savings
and loan bailout. While I will be offer-
ing an amendment to the managers’
amendment having to do with the ques-
tion of statute of limitations, I am
pleased that we are finally going to get
control of the bailout and save some
taxpayers dollars in a more business-
like manner.

Mr. President, I yield the floor.

Mr. RIEGLE addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Mr. RIEGLE. Mr. President, I want
to just acknowledge the comments of
the Senator from Ohio and respond to
them briefly.

First of all, I want to thank him for
his leadership on this issue, not just
now but over a long period of time. I
had many recollections about past mo-
ments in this problem area as he was
speaking. I want to just cite one, and I
am sure he will recall it quite readily.
That is, he made a reference to the 1988
deals, as they are called, that were
being made under tax law provisions
that were about to expire at the end of
the year of 1988.

The Senator from Ohio and I had a
great concern about what was going
on. In fact, we talked about it at the
time and decided upon a strategy
where we would call the then Secretary
of the Treasury Nicholas Brady and
specifically ask him to step into that
process and, if things were the way
they seemed, to put a stop to it so we
did not end up spending a lot of money
by use of the Tax Code simply because
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it was up against the end of calendar
1988 rather than allow those issues to
carry on into the new year and be han-
dled in a more direct and efficient and
cost-effective way.

I remember at the time—the Senator
can correct me if his recollection is dif-
ferent—that we both made calls to the
Secretary of the Treasury who, at that
particular time, because it was near
the end of the year and the Senate was
in recess, happened to be out of the
country and we had to reach him some
other place to speak to him by phone
to present to him, each of us independ-
ently, this request that he use his
power as Secretary of the Treasury to
come in and monitor that situation
and put a stop to these deals if, in fact,
they looked as if they were going to
turn out to be a raid on the Treasury
by means of an abuse of the Tax Code.

As I remember it, he said initially
that he wanted to reflect on that, and
1 think he took a period of maybe 24
hours or so to consider whether or not
he wanted to exercise any power in
that area and then called back later to
indicate that he decided not to do so.

That was just one of many events I
can remember over a period of time
where a Senator from Ohio and the
Senator from Michigan and myself
were working to try to sort of rein in
what we thought were tactics and prac-
tices we thought were either wrong or
abusive or much too expensive for the
nature of the problem that they were
aimed at.

I might also say, the Senator at dif-
ferent times has come over to the com-
mittee and sat in on hearings that we
have had. We have always welcomed
him. At times, he has asked questions
in those committee hearings.

You probably will recall, as well, we
had a series of hearings last year on
the issues of whether lawyers in the
professional liability section were
being undercut or pressured or in some
way being prevented from carrying out
their responsibilities as they saw them
with respect to individual cases.

We not only called them in. They tes-
tified in public session. We tracked
down each and every one of those cases
individually, in terms of those individ-
uals. We are prepared to continue to
track down any other case that we hear
about of that kind. So that has been
another area the Senator has men-
tioned today which has been a matter
of keen interest to me as well.

I think it is important to note, going
back to the early part of the Senator’s
statement, we have put into this legis-
lation now every safeguard we can
think of to put in there, that we have
been able to develop in terms of the
professional staff of the committee,
what I have been able to draw from my
experience of service on the commit-
tee, what the Senator from Ohio has
recommended—and he has made a num-
ber of recommendations—what the new



9960

members of the committee have
brought in terms of their ideas, and
other prior members of the committee.

With the new administration, which
is in a position to take a fresh look
with fresh people in place, and to put
in place the kind of control mecha-
nisms that were not there before, I
think we are in the strongest position
we have ever been in to certify to our-
selves and to the public that we are
doing this job as well as it possibly can
be done given the inherent difficulties
of getting it done.

Now obviously, it is going to depend
upon the skill of the people who carry
these responsibilities. But I say, based
on the testimony of the Secretary of
the Treasury, former Senator Bentsen,
and also the team that he has assem-
bled—he takes this very seriously. He
understands the importance of getting
it done and getting it done properly—I
see a kind of discipline being applied.

So I think the legislative package we
have here is a very good one. Frankly,
it takes a new administration, willing
to accept a lot of these additional
strengthening steps, in order to be able
to get it done and get it enacted, and
we now have that.

I wish to again thank the Senator
from New York for his leadership. We
have done this in the committee on a
bipartisan basis, taking into account
the suggestions of the Senator from
Ohio and others, to produce a bill
which we bring forward on a bipartisan
basis.

So I think this is a positive step, and
I wish to thank the Senator from Ohio
for his contribution not only in this in-
stance but also, going back over time,
in this very area.

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Ohio.

Mr. METZENBAUM. Mr. President, I
appreciate the comments of my friend,
the chairman of the committee. We, in-
deed, have been on the subject together
for a long time. I remember very well,
in the middle of the Christmas season,
he was one place—I am not sure
where—and I think I was down in Flor-
ida. I think the Secretary of the Treas-
ury was somewhere in the Islands, a
perfectly proper place; he was vaca-
tioning. But the Senator and I felt it
important enough to try to bring a halt
to those deals going forward. We were
not very persuasive. We did not win the
battle.

As the Senator well knows, and the
people of America do not know, even
on December 31 they kept signing those
deals, not alone on that night but right
up to the very last minute until the
New Year arrived. They had people who
did not know what they were doing;
they were just trying to bash them out.
And the smart lawyers on the opposite
side of the table were the sharpest law-
yers in the country. They knew what
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they were doing. The Government was
underrepresented. And I am not even
blaming some of the people, because
they were acting under orders. But
those who were giving them the orders
have reason to apologize profusely to
the American people.

I am frank to say it was a great dis-
appointment to me, and I would guess
to the chairman as well, that Secretary
Brady at that point did not shut down
the operation. We could have saved the
American people not millions but bil-
lions of dollars.

But the chairman of the committee
has been unbelievably receptive to my
coming over to his committee, speak-
ing with his committee, sitting with
his committee, and permitting me to
ask questions. I do appreciate that. I
think the Senator has done a good job
in putting this work product together.

As I indicated, I will have one amend-
ment which we already know about,
and we will be talking further about
other subjects before the day is over.

I thank the Senator.

The PRESIDING OFFICER. Who
yields time?

Mr. RIEGLE. Mr. President, If I may
say to the Senator, it would be very
helpful if we could go ahead and put
the amendment down now and start on
it within a matter of 5 minutes or so.
That is really the lead amendment. It
is the amendment on which everything
else hangs.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. METZENBAUM. Mr, President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 356

Mr. METZENBAUM. Mr. President, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

The Senator from Ohio [Mr. METZENBAUM],
for himself, and Mr. WOFFORD, proposes an
amendment numbered 356.

Mr. METZENBAUM. Mr, President, I
ask unanimous consent that the read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the appropriate place, insert the follow-
ing:

SEC. . CIVIL STATUTE OF LIMITATIONS FOR

TORT ACTIONS BROUGHT BY THE
RTC.

(a) RESOLUTION TRUST CORPORATION.—Sec-
tion 11(d)14) of the Federal Deposit Insur-
ance Act (12 U.S.C. 1821(d)(14)) is amended—

(1) in subparagraph (A)ii), by inserting
“except as provided in subparagraph (B).”
before “'in the case of';

(2) By redesignating subparagraph (B) as
subparagraph (C);
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(3) by inserting after subparagraph (A) the
following new subparagraph:

*(B) TORT ACTIONS BROUGHT BY THE RESOLU-
TION TRUST CORPORATION.—The applicable
statute of limitations with regard to any ac-
tion in tort brought by the Resolution Trust
Corporation in its capacity as conservator or
receiver of a failed savings association shall
be the longer of—

**(i) the 5-year period beginning on the date
of the claim accrues; or

“ii) the period applicable under State
law."; and

(4).in subparagraph (C), as redesignated—

(A) by striking *‘subparagraph (A)" and in-
serting *“‘subparagraphs (A) and (B)"'; and

(B) by striking ‘*‘such subparagraph’ and
inserting **such subparagraphs'’.

(b) EFFECTIVE DATE; TERMINATION; FDIC As
SUCCESSOR.—

(1) EFFECTIVE DATE.—The amendments
made by subsection (a) shall be construed to
have the same effective date as section 212 of
the Financial Institutions Reform, Recovery,
and Enforcement Act of 1989,

(2) TERMINATION.—The amendments made
by subsection (a) shall remain in effect only
until the termination of the Resolution
Trust Corporation.

(3) FDIC A8 SUCCESSOR TO THE RTC.—The
Federal Deposit Insurance Corporation, as
successor to the Resolution Trust Corpora-
tion, shall have the right to pursue any tort
action that was properly brought by the Res-
olution Trust Corporation prior to the termi-
nation of the Resolution Trust Corporation.

Mr. METZENBAUM. Mr. President,
this amendment would extend the time
in which the RTC can sue savings and
loan officials and others associated
with failed savings and loans, whose
negligence or worse resulted in losses
to the taxpayers. The amendment ex-
tends the statute of limitations from 3
to 5 years.

The amendment is well known to this
Senate; it was passed twice before. This
amendment is well known to this Sen-
ate; it was passed twice before. This
amendment was passed twice before,
identical language, with bipartisan
support. The votes were 78 to 10 and 68
to 12. Both managers of the current bill
voted in favor, as did then-Senator
Bentsen, who is now the Secretary of
the Treasury.

At the time, it was known as the
Wirth amendment. Its cosponsors in-
cluded the chairman of the Banking
Committee, Senator RIEGLE, and my-
self. It was supported by the former
Secretary of the Treasury, Nicholas
Brady, and the former chief executive
officer of the RTC, Albert Casey. Un-
fortunately, because the other body
never passed a bill, it was not adopted.

Under the managers' amendment, the
RTC will take over failed thrifts until
September 30 of this year. Starting on
October 1 of this year, the FDIC will
take over failed thrifts.

The Wirth amendment made it clear
that the statute of limitations would
be 5 years for actions against thrifts
that the RTC took over.

This amendment is essential if we are
to protect the taxpayers from having
to pay for the losses that savings and
loans caused by the negligence, gross



May 13, 1993

negligence, branch of fiduciary duty, or
fraud of the officers, directors, or ac-
countants, aunditors, and lawyers, who
ignored their professional responsibil-
ities.

This amendment attempts to assure
that those whose actions caused finan-
cial damage to a failed thrift com-
pensate the taxpayers for their actions.
The taxpayers of this country have a
right to expect that individuals who
enriched themselves be made to pay
back their ill-gotten gains—and there
is much, very much to get back.

The RTC currently has lawsuits al-
leging $8 billion in damages against
thrifts. But the GAO testified last year
that RTC attorneys believed that there
was wrongdoing in about 80 percent of
the thrift failures. Yet the RTC has
brought lawsuits in only about 20 per-
cent of thrift failures. And there is
ample evidence that the RTC has not
brought all the meritorious lawsuits
that they could have brought.

First, former staff of the RTC profes-
sional liability investigation units
have informed my staff that that is the
case. Some have provided their memos
on the subject.

Second, the RTC professional liabil-
ity section simply was not equipped to
file all meritorious lawsuits. The un-
precedented wave of thrift insolven-
cies—over 1,000—created a tremendous
burden on the RTC to investigate the
causes of each failure. It would have
been a severe challenge for any estab-
lished agency, but the RTC was a new
temporary agency. Beginning in Au-
gust 1989, the RTC took over savings
and loans at the rate of more than one
each working day.

Third, the unit the RTC designated
to investigate and sue those respon-
sible for the debacle never established
stable operations.

The RTC was created in August 1989
and the RTC's professional liability
section was not fully operational until
1991. Then, beginning in December 1991,
the professional liability section was
torn apart and effectively dismantled
in a disastrous reorganization.

As a result of that reorganization,
RTC offices and professional liability
section units all over the country were
closed, attorneys were let go or trans-
ferred, documents were moved, and
cases reassigned. The assistant general
counsel for professional liability had
much of his authority over the profes-
sional liability section removed. Pro-
fessional liability lawyers in the field
were supervised by nonlegal managers
of other units such as the Division of
Asset Sales. So you have somebody in
charge of asset sales controlling the ac-
tions of lawyers far removed from him
or her in some cases.

In the year since the reorganization,
52 percent of the professional liability
lawyers left or were dismissed, accord-
ing to GAO.

I am aware of the fact, Mr. President,
that I have addressed myself to some of
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this same material in the opening re-
marks that I made concerning this leg-
islation, but I feel it important to re-
peat it, because the debacle that has
occurred with respect to the profes-
sional liability section is of such a na-
ture and it is so relevant to the whole
section of extending the statute of lim-
itations, that I am presuming upon my
colleagues in the Senate to make these
remarks even though some of them
have been previously stated.

Five of the seven top managing at-
torneys are gone. They have left the
agency. Some are now working on the
other side. Fifty percent of the remain-
ing lawyers have less than 12 months of
experience. The GAO reviewed a sam-
ple of 17 professional liability attor-
neys dismissed in the reorganization.
The GAO found that no thought was
given to the deleterious impact that
dismissal would have on their cases.

Under these circumstances, it is no
surprise that the RTC has a difficult
time bringing lawsuits within the cur-
rent 3-year statute of limitations.
When the RTC does sue, according to
the GAO, 70 percent of all RTC lawsuits
are filed less than a week before the
statute of limitations expires and
many are filed on the last day.

Last year, in 1992, just as the reorga-
nization hit, the statute of limitations
expired on 308 thrifts. In many cases
the RTC filed no lawsuit. This year the
statute of limitations will expire on
another 213 thrifts. In 1994, the statute
will expire on another 141. It is incon-
ceivable to this Senator that the RTC,
with all of its organization problems,
will be able to keep up with this case-
load.

In fact, the RTC has filed lawsuits in-
volving fewer thrifts than those in
which the Justice Department has filed
criminal actions—171 savings and loans
for Justice and 157 savings and loans
for the RTC. This is true despite the
fact that the RTC’s 3-year statute of
limitations is much shorter than the
10-year statute of limitations facing
the Justice Department in criminal
cases.

There is more evidence that the RTC
cannot file all meritorious lawsuits
within the 3-year statute of limita-
tions. Two weeks ago, a Federal judge
threw out a suit by the RTC against
the officers and directors of a failed
thrift in New Orleans—American Sav-
ings & Loan—because the RTC filed it
3 months too late.

It is clear to me that the reorganiza-
tion of the RTC professional liability
section last year was a material cause
of the RTC’s late filing in the New Or-
leans case.

My staff spoke to a former profes-
sional liability attorney who was
knowledgeable about the situation.
The RTC's office that was responsible
for the case, Baton Rouge, was thrown
into complete turmoil by the reorga-
nization at about the time that the
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suit should have been filed, May 11,
1992. The attorney said the situation
was so bad that the RTC had to fly in
teams of professional liability attor-
neys from its Dallas and Washington
offices to New Orleans. They sat in
hotel rooms for several days going over
reams of paper, case-by-case, trying te
find out where the Baton Rouge cases
were. This meeting took place just as
the American Savings & Loan Associa-
tion's statute of limitations was expir-
ing.

Mr. President, there is no question
that we need this amendment. So let
me turn to the objections that have
been raised.

The first objection is that an exten-
sion of the statute of limitations is not
necessary because the RTC can bring
all meritorious cases within the cur-
rent 3-year period. There is overwhelm-
ing evidence that they cannot.

The second objection is that an ex-
tension of the statute of limitations
cannot be applied retroactively. In
fact, a Federal court has already
upheld retroactive application of the 3-
year statute of limitations we are deal-
ing with here, which was enacted as
part of FIRREA. The court held that
the Congress intended it to be applied
retrospectively. The name of that case
is Federal Deposit Insurance Corporation
v. Howse, 736 F. Supp. 1437, coming out
of the southern district of Texas in
1990.

The last objection I hear is that ex-
tending the statute of limitations
retroactively is unfair. The argument
goes like this. The 3-year statute of
limitations has already expired against
many officers and directors, and it
would be unfair to reopen the possibil-
ity that they might be sued after they
thought they had put this behind them.

My response is that the individuals
who were responsible for the loss of bil-
lions of dollars were not very fair ei-
ther. Suing an officer, director, or pro-
fessional for mnegligence, gross neg-
ligence, breach of fiduciary duty, or
fraud is not a matter of unfairness.

But, I am asked, what about the out-
side directors who were not involved
and not responsible for the losses? It is
not fair to go back and extend the stat-
ute of limitations against them. Why
should they be sued is the question. My
response is that extending the statute
of limitations against them is not un-
fair but suing them in many cases
would be very unfair to the taxpayers
of this country.

Let me point out that just because
we passed the amendment and extend
the statute of limitations does not
mean that all directors are going to be
sued. There is no suggestion of that at
all. There are many outside directors
that should not be sued and I would be
willing to argue very strongly to that
effect.

We are only talking about outside di-
rectors or inside directors who should
be sued and have not been sued.
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I can think of cases where outside di-
rectors have done an extremely great
job of seeing to it that their pockets
were enhanced very materially in sub-
stantial financial amounts.

There are indeed many outside direc-
tors who probably should not be sued,
but that will be a matter of judgment
for the agency to decide, for the law-
yers to decide. There is nothing about
this amendment that says everybody
who is an outside director is going to
be sued. I would not think that was
proper and I would not think the RTC
would do that.

This amendment does not mandate
that anyone, or any type of officer or
director, be sued. The amendment
merely extends the time in which the
RTC has to learn about, evaluate, and
bring a claim if it so wishes. The RTC
now has, and will continue to have
under this amendment, the complete
discretion as to who should be sued. I
have confidence that the RTC's CEO,
Roger Altman, and the Chair of the
Oversight Board, Secretary Bentsen,
will not sue individuals who had no re-
sponsibility for the losses of a failed
savings and loan. They simply will not,
and should not, allow that to happen.

The bottom line is that directors who
performed a public service by serving
on the board of a thrift, and performed
that duty well, are not affected by this
amendment. This amendment gives the
RTC the opportunity to bring meritori-
ous cases which might otherwise not be
filed due to the RTC’s enormous case-
load.

If we give the RTC more time to do
its job, more time to reflect on the
merits of a case, I think we will be
doing a public service to the taxpayers.
Better and more cost-effective cases
will be brought and the cost of the sav-
ings and loan bailout reduced.

I urge my colleagues to support this
amendment.

Again, I point out it is the identical
amendment that passed this body by a
vote of 78 to 10 last year.

I yield the floor.

Mr. D’AMATO addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New York is recognized.

Mr. D’AMATO. Mr. President, I have
supported this legislation in the past,
but I have to tell you I do have reserva-
tions regarding the manner in which
we are proceeding. Let me tell you
why.

My distinguished colleague, Senator
METZENBAUM, should be commended for
his vigilance regarding the RTC. In-
deed, a good deal of the legislative lan-
guage that has been proposed and
adopted in the managers' amendment
is a result of the long hours that the
Senator and his staff labored in order
to bring to our attention shortcomings
of the RTC.

Nevertheless, I have a problem with
the offered amendment. I have a prob-
lem with the proposition that we
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should sue those who have not been
sued. The Senator said that there are
some who should be sued but have not
been sued.

I suggest to you that there is a cor-
ollary to that, and it is disturbing to
me: What about the people who should
not have been sued, but regularly have
been sued, and will now face lawsuits
in the future.

To suggest the Secretary of the
Treasury or Mr. Altman are going to be
able to deal with this is preposterous.
They are good and decent people. But
the fact of the matter is that this liti-
gation is farmed out. They are not
going to be in the position to intercede.
They would be accused of improper
conduct if they did try to intercede.

The lawsuits that I am concerned
about are being brought for the wrong
reasons. These suits are brought
against the people who have money,
people who have deep pockets, particu-
larly members of boards of directors.
These suits are brought with little or
no regard for whether the directors did
anything that even remotely ap-
proached negligence. These people be-
come targets for lawsuits simply be-
cause they have some money.

Now what takes place? To defend
these lawsuits, it often takes hundreds
of thousands of dollars. Often we find
that these lawsuits are brought be-
cause of the likelihood that some kind
of a settlement will result. The lawsuit
is directed at a person who really
should not be sued. And it is marginal
at best in some cases. It is marginal.
That is wrong.

The question is: How can we best pro-
vide the Government, as the represent-
ative of our people, with the means to
seek out wrongdoers? And I mean
wrongdoers.

Now, if we cannot, within a 3-year pe-
riod of time, determine which people
have made mistakes, that is pretty sad.
But let us focus our Government’'s en-
ergies on those people whose conduct
was the most egregious—cases of fraud,
or cover-ups.

I think that is the way to proceed. I
think we should focus on cases of
fraud, or where there is outrageous
misconduct, not this broad area of neg-
ligence. That is too broad.

What is gross negligence? I ask my
colleague. How do you differentiate
negligence from gross negligence?

Some might say, ‘“You have a case of
gross negligence. We should pursue
that.” I would say that could be a rath-
er subjective question.

I support the idea of continuing or
attempting to get restitution from peo-
ple who have acted deliberately, and
whose actions have harmed the tax-
payers. These people should be taken
to the cleaners. They should lose their
ill-gotten gains, that have cost us all
millions and millions of dollars. It is
one thing to continue to keep the cor-
porate lawsuits against these people; it
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is another thing to throw out a mnet
that will drag thousands of people into
terrible litigation, simply because they
have some money.

Now, look, there has been plenty of
anecdotes. But, for every thief and
crook there are 10 decent people who
find themselves involved in litigation
simply because they have some assets.
Now that is wrong. How are we going
to handle this?

Now, I'd like to point out that the
Secretary of the Treasury and the CEO
of the RTC have not called for this leg-
islation. In a letter dated May 4, 1993,
to the chairman of the House Banking
Committee, Chairman GONZALEZ, Mr.
Altman wrote that the RTC did not
need this legislation.

Mr. President, I ask unanimous con-
sent that the letter dated May 4, 1993,
written by Mr. Altman, the interim
CEO at RTC be printed in the RECORD.

There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:

RESOLUTION TRUST CORPORATION,
Washington, DC, May 4, 1993.

Hon. HENRY B. GONZALEZ,

Chairman, Committee on Banking, Finance and
Urban Affairs, House of Representatives,
Washington, DC.

DEAR MR. CHAIRMAN: Thank you for this
opportunity to comment on the issue of ex-
tending the limitations period applicable to
tort claims brought by the Resolution Trust
Corporation in its capacity as conservator or
receiver of a failed insured depository insti-
tution.

As you know, over a year ago the RTC gen-
erally supported legislative efforts to extend
this limitations period because its Profes-
sional Liability Section (PLS) was facing a
peak number of institutions which were
closed in 1989 and for which the federal limi-
tations period would be expiring during 1992
and the first quarter of 1993. The limitations
period expired during this time for 410 of the
752 thrifts under RTC control for PLS pur-
poses. The RTC, however, survived this criti-
cal period of time without missing a dead-
line. In fact, as of March 31, 1993, the RTC
had 220 pending offensive lawsuits involving
RTC claims filed in 174 institutions. As of
the same date, 120 settlement agreements
have been executed, and 11 cases went to
final judgment through trial.

In addition, beginning last autumn, the
RTC has been increasing PLS staff to meet
the demands of its workload. The Secretary
of the Treasury, in his capacity as Chairman
of the Thrift Depositor Protection Oversight
Board, has further committed to review and
recommend improvements in the organiza-
tion and staffing of PLS as part of his nine-
point plan for the RTC, recently announced
during his semi-annual testimony before
Congress. Consequently, the RTC has no
need at this time either to revisit ‘‘closed”
claims arising in institutions in which the
limitations period has expired or to extend
the limitations period prospectively as the
RTC will continue to meet all upcoming
deadlines.

Please let me know if you need any further
information.

Sincerely,
ROGER C. ALTMAN,
Interim CEO.

Mr. D'AMATO. I would like to refer
to just part of it.
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Mr. Altman says:

* * * The RTC has been increasing PLS
staff to meet the demands of its workload.
The Secretary of the Treasury, in his capac-
ity as Chairman of the Thrift Depositor Pro-
tection Oversight Board, has further com-
mitted to review and recommend improve-
ments in the organization and staffing of
PLS as part of his nine-point plan for the
RTC, recently announced during his semi-an-
nual testimony before Congress. Con-
sequently, the RTC has no need at this time
either to revisit ‘‘closed’ claims arising in
institutions in which the limitations period
has expired or to extend the limitations pe-
riod prospectively as the RTC will continue
to meet all upcoming deadlines.

I mean the letter is very clear. Mr.
Altman does not support, and is not
asking, for this extension.

I would ask the author of this legisla-
tion if we could limit it to the egre-
gious instances—to fraud. Let us limit
the net. Let us only go after real
wrongdoers.

So I pose that as a question to my
distinguished colleague from Ohio. I
would be glad to support legislation
that more carefully defined who the
wrongdoers are, instead of using a
standard that is too broad. Negligence
can encompass just about anything and
anybody. Standards that are too broad
make possible the kinds of lawsuits
that I have previously described. I
know my colleague is not in favor of
that.

I think we can do the business of the
people, go after the wrongdoers, go
after the people who covered up situa-
tions, and not unintentionally encum-
ber thousands of good, decent people.

The PRESIDING OFFICER (Mr.
KERREY). The Senator from Ohio.

Mr. METZENBAUM. Mr. President, I
am happy to respond to my friend from
New York. I think it would be a mis-
take to make that distinction. The
Senate did not make that distinction
in the past when it voted 78 to 10 in
favor of this amendment and I think it
would be a mistake to make that dis-
tinction now. The reason I say that is
this. There is nothing, in passing the
amendment, that provides any compul-
sion or requires any act upon the part
of those who are running the RTC to
bring litigation. If there is a situation
where a member of the board was, real-
ly, inactive, not much involved, con-
ceivably he or she should have been.
But I think it is a definitional problem
as to whether or not the individual
should be sued. In some cases you
might have it is hard to determine
what is gross negligence.

What is negligence? I ask my col-
league from New York if he would be
good enough to explain to me, in lay-
man’'s language, how he would define
gross negligence as distinguished from
pure negligence?

Mr. D’AMATO. I might say I raised
that issue and said we are not going to
be able to do that. The standard of neg-
ligence is so broad that you will be in-
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viting, and this legislation will invite,
the kinds of litigation that is simply
not fair to good and decent people.

This standard invites litigation. It
invites suits against people, not be-
cause they are wrongdoers but because
they were on the board of directors and
have some money. So you go after the
money.

The fact is, while I know that is not
the intention of the Senator from
Ohio—to go after innocent people—the
language in his amendment is so broad
that that is exactly what will take
place. And that is why I suggest a
standard that is not ambiguous, a
standard such as fraud. With a stand-
ard such as intentional misconduct,
the intentional coverup by the ac-
counting firms that my friend made
mention of will be covered.

I understand what the Senator wants
to accomplish and I want to support it.
I have supported it. But I think it is
too broad. That is why I have suggested
we use another standard: fraud. That is
intentional conduct. Is that not the
kind of thing the Senator is after?

Mr. METZENBAUM. No. I think we
must go beyond that. Fraud includes a
willful intent to defraud and the con-
duct that follows therefrom. But there
are many instances in which a board
member could very well have known of
things that were going on—no party to
fraud at all—but was indifferent to his
or her responsibilities on that board.
As a consequence, the American tax-
payer has been called upon to pay the
difference. We are doing that here in
this bill today—I forget the number—
$34 billion, if my recollection serves me
right.

What I am saying is if they are not
guilty of anything, if they did not do
anything wrong, then the administra-
tion running the RTC will not have to
sue them. Nobody says they have to
bring all these lawsuits.

But if there is a case which should be
brought, then giving them the addi-
tional burden of proving willful fraud
is, in this Senator’s mind, far too
much. If you accept the position of re-
sponsibility on the board you ought to
be paying attention to what is going
on, not just let the managers of the
savings and loan just do anything they
want.

Mr. D’AMATO. No, I am not suggest-
ing that. No. 1, they, those people who
act in a fiduciary capacity, are subject
to lawsuits for negligence and gross
negligence, for 3 years. What we are
saying is if for an additional 2 years
they should not have this same burden.

What this Senator is suggesting is
that after 3 years, let us go after the
egregious cases. Hold them to a stand-
ard of fraud. Do not keep tens of thou-
sands of honest, decent people on the
hook. Do not keep this net so wide
open after 3 years. That is what I am
suggesting.

Mr. METZENBAUM. May I respond?
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Mr. D'AMATO. Certainly. The 3 years
is still there. They are under the stand-
ard for 3 years. What I am suggesting,
though, is if you really want to go
after the wrongdoers, let us do it. But
let us go after wrongdoers and not
someone who sits on the board. The
fact is that suits are brought across the
country and directors are being sued,
not because they did anything wrong,
but because they have money. That is
simply wrong.

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Ohio.

Mr. METZENBAUM. I want to say to
my colleague he is well intentioned
and I understand his point. But this is
not a decision that should be made by
Members of the U.S. Senate as to
whether somebody should or should not
be sued. We are in no position to do
that, We do not know all the facts.

All we are doing here is giving those
who run the RTC that right to make
the decision as to whether to sue or not
to sue. I believe that is where the deci-
sion should be made, where all the
facts are known, and that we here on
the U.S. Senate floor should not be de-
ciding whether somebody should or
should not be sued. All we are saying is
there is a right to sue if there was neg-
ligence, gross negligence, fraud, or
willful abuse.

The PRESIDING OFFICER. The Sen-
ator from New York is recognized.

Mr. D’AMATO. Mr. President, let me
try to summarize my position, where I
am coming from. We have a statute of
limitations and it says it can take 3
years to bring cases where somebody
has been negligent. I am not suggesting
we pat negligent people on the back
and say, ‘‘Wonderful,” But you have
had 3 years to sue them. This amend-
ment says we are going to extend it to
5 years.

If we are really interested in going
after the wrongdoers, then let us do
that. Where there are egregious cases,
where people have been fraudulent,
have taken money, have made deals to
enrich themselves at the expense of the
failed institution and, ultimately at
the expense of the taxpayers, then let
us go after them. This Senator wants
to do that.

But let us not continue in those cases
that are doubtful, and often have little
validity, but because of the cost of de-
fending such suits you have settle-
ments. Suits are brought for millions
and millions of dollars. And they are
settled for $50,000, $100,000, $200,000 be-
cause the people being sued just simply
do not have the time, the energy, or
the money to defend themselves.

That is wrong. It is legal coercion. It
is absolutely wrong. And the Senator
makes a point—we here on the Senate
floor are not in a position to determine
who should and should not be sued.

1 want to tell you something else.
Mr. Altman is not going to be in a posi-
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tion either. So when John Q. Citizen is
being sued simply because he was on
the board of a failed institution, and
there was no wrongdoing or negligence
on his part, and he is a respected mem-
ber of the community and he is sued
simply because he has some money and
because they can bring him in. What is
going to happen? Nobody here is going
to be able to do anything for him or
say, '‘“What is going on? It is wrong.
This is not what we intended.’’ Because
you will be accused of interference.

Mr. Altman—or anybody at the
Treasury—is not going to be able to do
anything because he will be accused of
interference. So is civil suit version of
prosecutorial misconduct and abuse
going to continue? We are going to per-
mit thousands of people to be sued for
no reason.

I am for recapturing every penny of
taxpayer money that we can. What I
am saying is that our system is now
running out of control. I am saying
that the CEO of the RTC, Mr. Altman,
says, “We don't need nor do we want
the limitations to be extended."

Here we are extending it and there
will be implications. People who serve
on boards of directors and approve
loans will worry about the possibility
of lawsuits. This is going to have an
impact on the availability of credit.
This is not the kind of thing we should
be doing willy-nilly.

Mr, RIEGLE addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Michigan is recognized.

Mr. RIEGLE. Mr. President, we have
had a good debate. I support the
amendment offered by the Senator
from Ohio. I note when we had Mr.
Casey, when he was running the RTC,
come before the committee on August 5
of last year, he came in to testify in be-
half of this amendment. When he was
asked a question as to whether it was
important or not, he responded very af-
firmatively that, in fact, it was nec-
essary—I will not cite it for the
RECORD, but I have it here—and he, in
addition to that, sent us a letter on
March 23 of last year affirming his sup-
port in behalf of the extension of the
statute.

I also asked former Secretary Brady
in that same hearing. He also indicated
his support for the extension.

The Senate has voted twice on this. I
understand the point the Senator from
New York makes, and there is some va-
lidity to the point he makes. I would
say, on the other hand, that anybody
who is serving in a fiduciary capacity
on a board of directors has a special ob-
ligation. It is not just to show up and
receive the director's fees. If you are
not going to be diligent and involved,
you should not be on a board of direc-
tors.

There is a responsibility that carries
with it, especially in the instance of a
federally insured institution and
where, if it goes belly up, there is going
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to be an exposure that may land on
taxpayers; that imposes I think, in a
sense, even an additional burden that
is going to be on somebody who serves
on a bhoard of directors of a federally
insured institution. If they do not have
the time, the expertise, the interest, or
the way to really track what is going
on, then it is better they not be there
because they are there for a purpose.
They are there to exercise oversight
and a fiduciary obligation that is real.

So if that is not done, that is a de-
fault on that responsibility and it is
proper, in the case of a large loss that
otherwise will fall to the taxpayers, to
assign responsibility where there is a
finding that there is negligence.

If somebody has been negligent in
that assignment then, in fact, there is
a responsibility. The guestion is, who
should pay for it? If they have been
negligent and a loss has been incurred,
should the loss come out of their pock-
et or out of the taxpayers' pocket? It
seems to me that in a situation like
this, when somebody has accepted an
affirmative obligation to serve on a
board and has a duty to perform and
does not do it and there is a liability
created, why should the taxpayer up
and down the streets of America have
to step in and foot that bill when, in
fact, that director who was paid a fee
for their service basically did not do
the job?

I do not think this new team is going
to be frivolous in pursuing these neg-
ligent suits. I think they will set a real
standard of trying to make a deter-
mination of where they are or are not
warranted. But I think, when you have
had a breakdown in fiduciary obliga-
tion and a big loss occurs where the
Government and the citizens then have
to eat the loss, I think it is appropriate
to come back on the directors who did
not do their jobs properly when they
should have been doing it.

As I say—and I will just conclude
with this—the Senate has voted on this
now twice before. Very substantial ma-
jorities voted for it. It is exactly the
same language that was offered pre-
viously, which I think is appropriate.

I think we ought to go forward with
it, notwithstanding the fact there are
points that could be made on the other
side.

Mr. DODD addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Connecticut is recognized.

Mr. DODD. Mr. President, I know
that the chairman and others want to
get on with the vote on this amend-
ment. I do not have any amendments
to offer to this.

I have great respect, of course, for
my colleague from Ohio, who cares
deeply about this issue and has talked
about it at great length in previous
years. I certainly am not opposed to
extending the statute of limitations,
but I think we ought to narrow it down
a little bit or, in the alternative, just
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eliminate the statute of limitations, in
perpetuity, for these cases.

I think eliminating the statute of
limitations is a very unwise way to go,
but at some point that is the effect if
we pass enough piecemeal extensions.

The statute of limitations is not just
a procedural vehicle. There are sub-
stantive implications of profound sig-
nificance to people who are virtually
innocent and yet become a target of a
lawsuit because they have deep pock-
ets.

I am very uneasy about this amend-
ment’s approach because I can see it
being used on a whole host of issues.
Its use on this bill is particularly un-
derstandable because people are upset
about the savings and loan mess, and
rightfully so.

I think we have to be careful because
we are setting precedent with regard to
a provision that is very important and
that can really create serious problems
for this country. I suspect there will be
similar amendments offered on other
proposals.

I caution our colleagues about going
down this pike too far and paying a
real price in terms of people's willing-
ness to step forward and serve on bank
boards.

So clearly, on fraud, there is no ques-
tion but that the statute of limitations
ought to be extended. In fact, I can
make a case that you ought not to
have any statute of limitations on
fraud. But I think you have to be care-
ful when you get beyond fraud, because
you risk having negative, deleterious
effects.

Mr. D’AMATO. Will the Senator yield
for a question?

Mr. DODD. I will be glad to yield.

Mr. D'AMATO. Is it not true that a
director who served on a failed institu-
tion, for example, and his last year of
service was 1985, and the RTC takes
over this failed institution in 1990,
under this provision they can still go
after him for his alleged negligence in
198562

Mr. DODD. No question about it.

Mr. D’AMATO. And they can go right
through to 1995, for something he may
have done 10 years back?

Mr. DODD, What he may have done is
not show up for a board meeting.

Mr. D’AMATO. Correct. Or what he
may have done was just being on that
board.

Mr. DODD. Just being on the board
alone, having no culpability whatso-
ever.

I ask my colleague, how many people
will still be willing to step forward to
serve on boards of these institutions
under such circumstances? We have to
get good, competent citizens who will
serve on these boards, but today, given
the problems of liability coverage, peo-
ple are walking away from it. They are
not going to get good people. You
would be a bit of a fool to serve on one
of these boards.
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Mr. D’AMATO. If you had any assets.

Mr. DODD. Mr. President, you would
be a bit of a fool to serve, because I
suspect we will extend the statute of
limitations again, and again and again.
We have to start thinking clearly and
divorce the particular problem that
really angers us from the principle of
law. We have to understand what a
chilling effect you create with people
who have not engaged in fraudulent be-
havior. Those people we ought to pur-
sue as long as we possibly can. But for
people who just happened to be around,
but who get hit with a lawsuit—you
tell me how many good, competent
people are going to step forward and
serve in these institutions if we extend
the statute of limitations in such
cases. You would have to be out of your
mind to do it.

So we ought to be careful how we go
about extending the statute of limita-
tions, despite the understandable de-
sire to go after people to cover the cost
of this cleanup.

I have no amendment to offer be-
cause I think we will get creamed here
today if I offer an amendment. But I
warn my colleagues, as we are going
down this road, that this is dangerous
stuff.

I do not know what will happen in
conference or other places, but I urge
us to proceed with some caution and
some care, or alternately, to offer the
amendment to just eliminate the stat-
ute of limitations altogether instead of
revisiting this issue from time to time.

Mr. President, I yield the floor.

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Ohio is recognized.

Mr. METZENBAUM. I ask for the
yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second? There is a sufficient
second.

The yeas and nays were ordered.

Mr. D'AMATO addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. D’AMATO. Mr. President, we
have had a fair debate, and I think my
colleague from Connecticut has very
aptly put his finger on the issue, very
cogently. This is an easy vote. Vote
yves, and we are going to get all the
people responsible for all the billions of
dollars that have been lost.

It is not going to result in that. But
it will hold thousands of people as po-
tential hostages, thousands of people
who had committed no wrong, who
were not negligent, who served on
boards, who did good jobs. That is
wrong. It is just simply not right. And
80 to have them swept up and to con-
tinue on and on and on ad infinitum
with the possibility of exposing them
to litigation because they may be suc-
cessful is just not right. It is not right.

I urge upon my colleagues and the
good Senator from Ohio to consider
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even after this vote—I have no doubt
he is going to prevail because there are
people who are going to be afraid to
vote against it. Oh, you are afraid to
recover money?

No, that is not what we are saying.
We are saying really—and I have sup-
ported this. I have looked at this. I
looked at it carefully—fraud, go after
them. If you have some standard of
conduct that is absolutely indefensible,
go after them, but not this wide-open
net that leaves people subject not to 3
years, not 5 years but in some cases 10
and 15 years simply because they were
on a board and because the institution
failed and because they may be suc-
cessful in their chosen profession and
s0 consequently they are sued. That is
what is going to happen.

We say we do not want these suits to
take place. They are going to take
place. They will continue. They have
been taking place. It is simply not
right.

I hope my colleague from Ohio, who
has been a champion in terms of trying
to do what is right for the American
people in getting them their money
and recovering these dollars, would
look at this thing closely, and, hope-
fully, we could improve upon it. I cer-
tainly understand his intentions. I
have no quarrel with them. They are
well founded. He does not want people
who cost the taxpayers money, who
have the ability, who should be called
to account for it, to slip through. I sup-
port him. That is why I voted for this
initiative.

I hope that at some point in time we
can improve upon this legislation.

I yield the floor.

Mr. RIEGLE. Mr. President, I think
we are ready to vote on this. I see no
one else seeking recognition. So I ask
we proceed to the vote.

Mrs. BOXER. Mr. President, I strong-
ly favor the amendment offered by the
Senator from Ohio [Mr. METZENBAUM]
that would extend the statute of limi-
tations to 5 years for lawsuits against
savings and loan operators and others
who are accused of negligence or fraud
or breach of fiduciary duty. There are
very convineing reasons to extend the
statute.

First, the evidence of wrongdoing—
behavior that should be punished—is
overwhelming. The General Accounting
Office has found that 80 percent of
thrift failures were caused at least in
part by wrongdoing. But in only 20 per-
cent of these cases has some type of
legal action been taken.

The arm of the RTC that is charged
with bringing the suits—the Profes-
sional Liability Section—didn't be-
come operational until 1991, and yet it
was dismantled and reorganized in De-
cember of that year. More than half of
the lawyers in that section have left or
been dismissed since then. Half of the
remaining lawyers have less than 12
months' experience on the job.
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Second, the turbulence surrounding
the RTC’s Professional Liability Sec-
tion has resulted in 70 percent of all
the section’s lawsuits being filed with
less than 1 week left in the statute of
limitations period. What this has
meant is that rather than narrowly
target wrongdoers the RTC has had to,
sometimes, cast a much wider net than
desirable in order not to lose potential
cases. An extension of liability would
mean that better indictments would be
made.

Third, it is clear that our efforts at
prosecution and restitution have been
puny and unsuccessful. The New York
Times Sunday magazine recently print-
ed an article detailing our success—or
lack of it—regarding savings and loan
criminals. Some of the findings: Per-
sons convicted of bank fraud receive an
average of only 2.4 years in prison as
compared with 7.8 years for bank rob-
bers; out of $846.7 million in fines and
restitution ordered between October
1988 and June 1992 the Government has
collected only 4.5 percent; in cases
where the defendant agreed to pay res-
titution the courts should have re-
ceived $133.8 million—these payments
were promised in return for leniency—
but only $577,540 has been collected.

In conclusion, Mr. President, this
matter has been visited by the Senate
before. Twice in the last Congress this
body voted—78 to 10 and 68 to 12—in
favor of the extension of the statute of
limitations. Also, the courts have
upheld the wvalidity of extending the
statute of limitations. I strongly en-
courage my colleagues to support the
amendment by the Senator from Ohio
and help bring wrongdoers before the
law.

The PRESIDING OFFICER. Is there
further debate? If not, the guestion is
on agreeing to amendment No. 356 of-
fered by the Senator from Ohio. The
yeas and nays have been ordered. The
clerk will call the roll.

The legislative clerk called the roll.

Mr. FORD. I announce that the Sen-
ator from Colorado [Mr. CAMPBELL],
the Senator from Texas [Mr. KRUEGER],
the Senator from Michigan [Mr.
LEVIN], and the Senator from West Vir-
ginia [Mr. ROCKEFELLER] are nec-
essarily absent.

Mr. SIMPSON. I announce that the
Senator from New Hampshire [Mr.
SMITH] is absent due to a death in the
family.

The PRESIDING OFFICER (Mr.
BRYAN). Are there any other Senators
in the Chamber who desire to vote?

The result was announced—yeas 63,
nays 32, as follows:

[Rollcall Vote No. 119 Leg.]

YEAS—63
Akaka Bradley Chafee
Bancus Breaux Coats
Biden Brown Cohen
Bingaman Bryan Conrad
Boren Burns Daschle
Boxer Byrd DeConeinl
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Dorgan Jeffords Nickles
Exon Kennedy Nunn
Faircloth Kerry Pell
Feingold Kohl Reid
Feinstein Lautenberg Riegle
Ford Leahy Robb
Glenn Lieberman Roth
Gorton Mathews Sarbanes
Graham McCain Sasser
Grassley Metzenbaum Shelby
Gregg Mikulski Simon
Harkin Mitchell Simpson
Hatfleld Moseley-Braun Specter
Hollings Moynihan Wellstone
Inouye Murray Wofford
NAYS—32
Bennett Durenberger Mack
Bond Gramm McConnell
Bumpers Hatch Murkowski
Cochran Heflin Packwood
Coverdell Helms Pressler
Cralg Johnston Pryor
D’Amato Kassebaum Stevens
Danforth Kempthorne Thurmond
Dodd Kerrey Wallop
Dole Lott Warner
Domenici Lugar
NOT VOTING—5
Campbell Levin Smith
Krueger Rockefeller
So the amendment (No. 356) was
agreed to.

Mr. METZENBAUM. Mr. President, I
move to reconsider the vote.

Mr. RIEGLE. I move to lay that mo-
tion on the table,

The motion to lay on the table was
agreed to.

Mr. LEVIN. Mr. President, through
human error I missed the vote on the
Metzenbaum amendment to extend the
statute of limitations.

Had I been present, I would have
voted for the Metzenbaum amendment
in favor of extending the statute of
limitations.

Mr. METZENBAUM. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER (Mr.
KERREY). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. COHEN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. COHEN. Mr. President, I took
the floor earlier this week to announce
to my colleagues that I was introduc-
ing freestanding legislation that would
deal with a problem that I think has
reached scandalous proportions in this
country.

Mr. President, the anger, cynicism
and disillusionment of the public about
the performance of Government has
calcified into a rage which shows little
sign of abating. What fuels this rage is
the public’s sense that while they are
having to cut back and trim expenses,
the Government rolls merrily along,
wasting money at a furious clip, and,
in so doing, sending the message that
we really aren't serious about changing
the way Washington does business.

As one example of this, I offer the
way in which the Government manages
the vast office space which it owns or
leases. Any private landlord who oper-
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ated the way the Government is oper-
ating would long ago have gone bank-
rupt. Like all Senators, I talk to many
real estate agents and property man-
agers in my State, and I know that
times are extremely tight in that field
and the margin between survival and
failure can be thin indeed.

Into this atmosphere lumbers the
GSA as the Government's landlord,
building buildings we don't need, leas-
ing space we can't afford, and making
decisions which anyone in the private
sector with a speck of common sense
wouldn't make.

Imagine that you come home and
find two light bulbs out, a slight leak
in the upstairs faucet, and the bedroom
in need of a paint job. The sensible
move is to make these modest repairs.
The GSA approach would be to build a
new home from scratch—and to pay top
dollar.

Mr. President, the legislation I offer
today draws attention to significant
waste caused because the Federal Gov-
ernment does not effectively manage
its office space. In the aggregate the
Federal Government currently owns
over 400,000 buildings that were pur-
chased with hundreds of billions of tax-
payer dollars. This number includes al-
most 438,000 buildings under the con-
trol of the Department of Defense and
nearly 100,000 buildings under the con-
trol of civilian agencies, ranging from
the Capitol and the White House to
storage sheds and public restrooms at
national parks.

The General Services Administration
[GSA], the Government's so-called
business manager, controls over 260
million square feet of office space in
more than 7,500 leased and Govern-
ment-owned buildings. The annual
rents paid by Federal agencies to the
GSA for both leased and Government-
owned space adds up to about $4 bil-
lion. The Government is also the larg-
est single tenant in the country and
this year GSA will pay about $2 billion
in rent to private landlords. The
amount GSA pays is increasing by
about $200 million a year.

The current Federal property pro-
gram is senseless and the General Ac-
counting Office [GAO], which has writ-
ten scores of reports outlining its defi-
ciencies, agrees. A senior GAO auditor
has said that, public buildings policy is
in disarray, and the American taxpayer
is certainly not getting value for the
burgeoning dollars being spent. When
the Government is the only one build-
ing in areas where there is already a
significant glut in commercial real es-
tate, the criticism of the Federal prop-
erty management program is under-
standable.

In a nation where we have 400 million
square feet of unoccupied commer-
cially available office space, the Gov-
ernment has $11.4 billion of construc-
tion in the works which, when com-
pleted at the end of this decade, will
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add another 23 million square feet in
office space.

The Federal Government has yet to
discover that new construction may
not make sense when existing commer-
cial real estate can be purchased for a
fraction of what new construction will
cost. The questions become clear. Why
exacerbate the already high vacancy
rates by building new buildings and
forcing agencies to move out of their
current space? Why spend hundreds of
millions of dollars for new construction
in Chicago, Philadelphia, or Atlanta,
where the vacancy rates in those cities
are 22, 17 and 30 percent respectively?
Or why build additional office space for
use by Federal agencies, when the base
closure process will make millions of
square feet of Federally-owned space
available? The answer to these ques-
tions is equally clear. We must reform
the Federal property management pro-
gram to ensure that it is operating in
the most cost-effective manner.

GSA maintains that new construc-
tion is necessary because the existing
structures do not meet the needs of the
agencies that will become tenants in
the new buildings. GSA often claims
that available space is not large
enough to consolidate a large number
of agencies under a single roof, does
not meet the communication needs of
agencies, does not meet modern fire
codes, or simply does not conform to
GSA standards. However, the truth of
the matter is that the impulse to con-
solidate Federal agencies under one
roof is not necessarily desirable or
cost-effective, and a large proportion of
available office space has been con-
structed or modernized within the last
10 years and, consequently, complies
with fire codes and safety require-
ments. I would suggest that the GSA
and other Federal agencies, such as the
Departments of Defense and Veterans'
Affairs, who have large construction
and leasing programs, be flexible when
determining requirements in order to
take advantage of the existing real es-
tate market.

Last October, Congress appropriated
$626 million to begin 35 new Federal
construction projects. At the same
time the Resolution Trust Corporation
[RTC] and the Federal Deposit Insur-
ance Corporation [FDIC] had about
9,000 office buildings for sale. Recently,
GSA announced the construction of a
$20 million Federal office building in
Louisiana to house 400 Federal workers
and consolidate the offices of 14 agen-
cies under one roof, This was done de-
spite the fact that a building which
could have been acquired in lieu of new
construction was sold by the RTC for
$2.5 million. In fact, GSA has never ac-
quired a single one of the office build-
ings offered for sale by the RTC or
FDIC. Instead the Federal Government
continues to spend, spend, and spend
for new construction.

In Dallas, despite the fact that a
number of FDIC and RTC properties
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are on the market, not to mention all
of the inexpensive commercial real es-
tate available in this market, the Fed-
eral Reserve Bank just spent over $100
million to complete the construction of
its new office building. In Philadelphia,
the Postal Service is spending over $250
million to construct a 1-million square
foot building which GSA has agreed to
lease for 20 years at a cost totaling $490
million. The construction cost
amounts to at least $250 a square foot.
Over the life of the lease, GSA will pay
about $490 a square foot, while prime
commercial real estate in the Philadel-
phia area is currently selling for be-
tween $100 and $125 a square foot. As
Peter Linneman, Director of the Uni-
versity of Pennsylvania’s Wharton
School Real Estate Center states, ''It's
blatantly stupid-to build in this mar-
ket. Only the Government would con-
sider it. You couldn't find another
party in the world who wants to build
(in Philadelphia) right now."

Mr. President, foolish arrangements
are not limited to the Government's
construction projects, but also apply to
leasing arrangements. In Atlanta,
where there is already a 30-percent
commercial vacancy rate, the Federal
Government has agreed to lease a new
1.9 million square foot building from a
private developer. The arrangement re-
quires the Government to vacate more
than 1.2 million square feet currently
being rented by Federal agencies in six
buildings, and the result is a 73-percent
increase in annual rent from $15 to $26
million. In this period of belt-tighten-
ing and pay freezes for Federal work-
ers, this is a particularly galling lapse
of judgment. An Arthur Andersen
study concluded that if GSA proceeds
with its plans, Atlanta's downtown va-
cancy rate would increase to 47 per-
cent. The study further stated that by
abandoning its plans to move to a new
Federal center, the Government could
save $166 million over 30 years by mov-
ing into modern existing space, or $505
million if Federal agencies did not
move at all.

For a number of years, GSA has
pushed to consolidate Federal agencies
under one roof. GSA claims consolida-
tion is necessary to realize economies
of scale and improve communication
and technological capabilities. And, as
you can see from the Louisiana, Phila-
delphia, and Atlanta cases, GSA con-
tinues to push for consolidation. How-
ever, given the current real estate mar-
ket and advances in telecommuni-
cations, the consolidation requirement
is no longer valid. We must ask our-
selves, does it matter to the regional
office of IRS if it is in the same loca-
tion as the Department of Veterans’
Affairs regional office? The answer is
clearly no. Both agencies operate inde-
pendently of one another, and I can’t
remember the last time a national cri-
sis arose because the local offices of
the Federal Transit Administration
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and the Drug Enforcement Administra-
tion were housed in separate buildings.
Yet the argument is used again and
again to justify these large dollar con-
struction projects that agencies do not
need and the American taxpayer can
ill-afford. In Philadelphia, the new
building being constructed by the Post-
al Service was justified by GSA claim-
ing it required 1 million square feet in
a single building, despite the fact that
hundreds of millions of dollars could be
saved by leasing some of the 2 million
square feet of modern office space
which is currently sitting vacant.

Mr. President, while some of the
blame clearly rests on the shoulders of
the GSA and other Federal agencies,
part of the problem rests with the
budget requirements. For example, I
am very concerned that the current
OMB scorekeeping rules encourage
leasing which is, in most cases, the
most expensive alternative as com-
pared to lease/purchase agreements or
purchasing existing buildings. For ex-
ample, GSA was leasing three floors of
the four-story Atrium Building in
Herndon, VA, from a private developer
that subsequently went bankrupt.
Riggs National Bank of Washington,
DC, foreclosed and shortly thereafter
offered GSA a lease-purchase agree-
ment for the entire building including
the vacant fourth floor, that would, in-
cluding maintenance expenses, be
cheaper than the current lease terms.
However, because OMB would have re-
quired that GSA be scored in both
budget authority and outlays for the
entire cost of the lease/purchase, and
GSA was unable to program additional
funds to cover the requirements, the
agency was unable to take advantage
of the offer which was clearly more
cost-effective.

The scorekeeping rules and the cost
of acquiring buildings has pushed the
Government toward leasing and away
from ownership. In 1969, the Federal
Government owned 90 percent of the
buildings it occupied. Today, just 56
percent of Federal office space is in
Government-owned buildings. Con-
sequently, more and more Federal dol-
lars go down the drain in rent with
nothing to show for it. Individuals and
businesses alike understand the impor-
tance of building equity. Unfortu-
nately, the trend suggests that the
Government does not.

What is more disturbing about the
Federal Government's repeated failure
to choose the least-costly options is
the fact that GSA's property program
was designed to be self-sustaining. In
1972, Congress established the Federal
building fund as a revolving fund to
cover GSA's cost of rent, repairs, ren-
ovations and to pay for the construc-
tion of new Federal buildings. The fund
receives revenue from rent that agen-
cies pay to GSA. Over the years, the
fund’s revenues have not been able to
keep pace with the cost of basic repairs

9967

resulting in billions of dollars in de-
ferred maintenance and no available
funds for construction projects. Con-
sequently, Congress has authorized the
fund to borrow extensively from the
Federal Financing Bank and subsidized
the fund with direct appropriations.

Mr. President, the Federal Govern-
ment's property management program
is in need of reform that will permit it
to function more like a business and
less like a Federal construction pro-
gram that benefits few, is paid for by
all, and hurts the already struggling
commercial real estate market. If the
Government has a legitimate need for
additional office space then why
doesn't it take advantage of all the
modern overbuilt office space that ex-
ists and acquire, lease, or lease-pur-
chase, existing buildings which are
much cheaper than new construction.

It is my hope that the legislation I
propose today will jump start the re-
form of Federal property management.
My legislation directs the Office of
Management and Budget to examine
Federal property management policies
and make the changes necessary to im-
prove coordination between Federal
agencies, promote cost-effective prop-
erty acquisition strategies and realize
cost savings. Clearly, changes are need-
ed to more effectively manage the Na-
tion's real estate portfolio.

Mr, President, my legislation also
urges OMB to encourage all Federal
agencies to modify building require-
ments, such as GSA’'s consolidation
goals, in such a way as to permit the
kind of flexibility that will allow the
Government to achieve the greatest
cost-effectiveness. Requirements
should promote flexibility so that
agencies may realistically consider the
purchase, lease, lease/purchase of exist-
ing buildings at market rates, includ-
ing those owned by the RTC and FDIC,
rather than requiring new construc-
tion. New construction should only be
considered as a last resort and only
when it is most cost-effective option.

My legislation further directs OMB
to review its scorekeeping rules and de-
termine what changes are necessary to
permit the Government to consider a
variety of options and choose those
which are most cost-efficient. The cur-
rent scorekeeping rules, in some cases,
encourage the Government to be penny
wise and pound foolish.

Mr. President, the public will not be
fooled if Congress professes outrage
about agency mismanagement and the
waste generated by one Federal pro-
gram or another but fails to pass mean-
ingful solutions. Likewise, the admin-
istration will not fool anyone if it in-
vites citizens to call a series of toll free
800 numbers to report waste and mis-
management but nothing happens. In-
action will only continue to fuel public
discontent and confirm the public’s
view that we aren't serious about
changing the way Washington does
business.
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My legislation may deal with only a
single program but it is one step down
the road of rethinking how Govern-
ment works. If passed and imple-
mented, this legislation should result
in significant savings. It will also pro-
vide a small dose of the medicine that
must be administered if we in Washing-
ton ever hope to cure the chronic dis-
trust, anger and cynicism felt by the
American people about their Govern-
ment.

So, Mr. President, the amendment
that I am offering today would direct
the Office of Management and Budget
to review the budget scorekeeping
rules which may not yield the most
cost-effective results, make rec-
ommendations to encourage the lease
or purchase of existing real estate and,
in essence, overhaul the way in which
we manage Federal property.

While it makes absolutely no sense
to do what we are doing, Federal offi-
cials have not worked to change the
way the system operates for fear of
awakening a political giant. The public
should applaud one courageous Sen-
ator, LAUCH FAIRCLOTH, who has come
out publicly against a building in his
State. But instead of praise, Senator
FAIRCLOTH was the subject of editorial
scorn. Virtually every paper in his
State has criticized him for publicly
opposing the construction of a new
building, which is unnecessary,
unneeded, and costly. Unfortunately
like those in every other State who
have an insatiable appetite for Federal
dollars, the critics of Senator
FAIRCLOTH simply want to take advan-
tage of the Government's largess.

Mr, President, the reason we are in
the trouble that we are in today is be-
cause we continue to milk the Federal
Government for every possible benefit
we can and then cry on the other hand
that we are squandering millions, bil-
lions and trillions of Federal dollars.
We cannot have it both ways.

We need more people like Senator
FAIRCLOTH to stand up and say, ‘‘This
will benefit my State. I realize that. A
lot of people want it. But it is the
wrong thing to do."”

It is the wrong thing to do because if
we continue on our present course we
will tax ourselves into a recession and
continue to borrow until we bankrupt
our children and grandchildren. This
has to stop.

So I offer this amendment as a first
step in rethinking the way the Govern-
ment spends money. I hope it will
enjoy the support of my colleagues.

I ask unanimous consent that the
Senator from New York [Mr. D'AMATO]
be added as a cosponsor.

The PRESIDING OFFICER. Without
objection, it 1s so ordered.

Mr. COHEN. I yield the floor.

Mr. METZENBAUM addressed the
Chair.

The PRESIDING OFFICER (Mr. LAU-
TENBERG). The Senator from Ohio.
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Mr. METZENBAUM. Mr. President, 1
rise in support of this amendment
which seeks to improve the way the
Federal Government manages property
and houses its Federal workers.

As the chairman of a new Senate En-
vironment Committee Task Force cre-
ated specifically to review the leasing
and construction practices of the Gen-
eral Services Administration, I know
first hand that this area is ripe for re-
form. This amendment, offered by my
colleague from Maine, starts us down
the road toward making better, more
cost-effective decisions involving Gov-
ernment office space.

This is definitely the road we need to
travel. Taxpayers are not being well
served by the current policies govern-
ing the leasing and building of office
space for Federal workers. The General
Services Administration spends well
over $4 billion annually to provide and
maintain Government office space. Yet
as many press reports have noted re-
cently, GSA is a terribly poor manager
and its public buildings function is in
disarray.

I think GSA is way off track some-
times.

For a variety of reasons, GSA has
failed to take advantage of the down-
turn in the commercial real estate
market. Instead of buying existing
buildings at inexpensive prices or en-
tering long-term leases at good rates,
GSA has embarked on many costly new
construction projects. GSA is con-
structing, or entering into long-term
leases for buildings constructed ex-
pressly for the Federal Government, in
areas with commercial vacancy rates
as high as 30 percent. And as my col-
league from Maine has noted, GSA has
failed to take advantage of a single
building offered for sale by the RTC or
the FDIC.

Mr. President, I have been at this
issue for quite awhile now. I know that
GSA is not solely to blame for the
awful public buildings program we
have.

Part of the problem rests with the
Office of Management and Budget. It is
OMB's rigid budget scorekeeping rules
that discourage GSA from purchasing
existing properties, even when such
properties are downright bargains.
OMB's rules require that the budget
authority and outlays for an entire ob-
ligation, paid over a period of years, be
scored in the first year the contract is
signed. This stops GSA dead in its
tracks when good deals for existing
buildings come up.

Another problem is the Federal
buildings fund. This revolving fund was
created in 1972 to cover GSA's mainte-
nance and repair costs for the Federal
office space it owns and leases and to
help pay for new construction. It is
funded by the rent other agencies pay
to GSA. The fund always comes up
short and GSA is forced to obtain sepa-
rate appropriations to finance much of
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its new construction. Obviously, there
is little money in the fund to buy exist-
ing buildings when they do become
available.

The amendment before us starts us
down the road toward fixing these
problems. It directs OMB to conduct a
comprehensive review of Federal prop-
erty management policies and proce-
dures in order to make recommenda-
tions to maximize efficiency and help
save tax dollars.

As part of the review, the Director of
OMB must consider its budget
scorekeeping rules to permit more
flexibility in the Federal property
management policy arena. In other
words, OMB should encourage GSA to
purchase or lease existing buildings in
lien of new construction when it is
more cost-effective to do so. Second,
the amendment would ask OMB to de-
termine why the Federal buildings fund
is not self-sustaining.

These are important matters. OMB
should be looking at ways to make the
Government's real estate program op-
erate in a more business-like and cost-
effective manner.

Indeed, I and my colleagues on the
Public Buildings Task Force, Senators
BOXER and SIMPSON, have already writ-
ten to Vice President GORE urging him
to help reinvent Government by look-
ing at these and other issues.

Mr. President, I think the amend-
ment before us gets at only the tip of
the iceberg as far as GSA is concerned.
It is a good amendment and I support
it. There are many, many other issues
which need to be addressed to make
GSA operate in a more cost-effective
and business-like manner.

First off, we must improve congres-
sional oversight of the activities of
GSA. There have been many gaps in
the process by which we review GSA’s
public buildings projects. Last year, we
had a problem when the Senate Appro-
priations Committee funded several
projects which had not been duly au-
thorized by the Senate Environment
and Public Works Committee.

And after much ado in the House, it
was added as a part of the appropria-
tions bill. It wound up, as the Senator
from Maine has pointed out, as becom-
ing law. And at the 1l1th hour signing
off by the members of the Environment
and Public Works Committee, it came
into our law. It was not the way to do
it, and I am not sure we made the right
decision.

We also need to change the way GSA
measures office space. GSA does it dif-
ferently from the private sector and
this hampers effective oversight.

We also have to look at GSA’s plan-
ning process. It takes far too long from
the time GSA determines an agency's
space needs until GSA obtains approval
of a project prospectus from the Senate
and House Public Works committees.
Project cost estimates are made 2 or 3
years before the committees see them
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and do not reflect current market con-
ditions.

Any attempts at agency reform must
also include a review of conflicting
policies which impact GSA’s location
decisions and affect the cost of housing
Federal workers. Does GSA need to se-
cure space in the cities or the suburbs?
And we simply must address the per-
nicious revolving door syndrome at
GSA which undermines morale and
hinders effective leadership of the
agency.

It is unbelievable but in the past 16
years, the GSA Administrator's slot
has changed hands 14 times and the
Public Commissioner position has been
filled by 13 different individuals. GSA
needs continuity of leadership.

These are but some of the areas the
task force, under the purview of the
Senate Environment and Public Works
Committee, will explore and work on in
the months ahead. It is my hope that
others who are interested in reform
and saving tax dollars will join in the
effort to fix the way the Federal Gov-
ernment leases and builds office space
for its workers.

Having said that, I urge my col-
leagues to support this amendment.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. D'AMATO. Mr. President, I com-
mend Senator COHEN, the Senator from
Maine, for a thoughtful amendment. He
has pointed out a number of areas
where we have just shoveled hundreds
of millions, billions of dollars, into a
hole. Not only that, when we have de-
liberately taken people out of good of-
fice space that we are getting our best
dollar value out of, to put them into ei-
ther something that we construct or
into a more modern facility, some-
times costing us two and three times
as much, exacerbating the vacancy
rates that we have, it just makes no
sense.

In New York City, we have a 17-per-
cent vacancy rate. For us to be con-
structing, willy-nilly, additional space
is wrong and it is wrong to do that in
any area, whether it be in Atlanta,
Philadelphia, or whether it be the big
hole in the ground that we have across
the street from the Commerce Depart-
ment.

How many hundreds and hundreds
and hundreds of millions of dollars will
that cost us? Maybe we ought to exam-
ine some of these projects and try to
save the taxpayers’ money.

We are talking about increasing
taxes to reduce the deficit. I have to
tell you, we have it wrong. We have to
cut the spending, and then you do not
increase the deficit. Cut the spending.

I just want to say, because we want
to move this process along, I commend
the Senator from Maine. I look forward
to working with him because this is a
very important area. I can tell you
right now, in the city of Washington,
we have departments who have plans;
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they have submitted them. They are
pushing to spend hundreds of millions
of dollars in new office construction,
and there is no reason to do it. Abso-
lutely. Except it gives aggrandizement
to some administrator because he or
she now has this beautiful place, Taj
Mahal. And the taxpayers are suffering
as a result of it, and commercial real
estate values go down as well when you
have these huge vacancy rates, and we
ignore the opportunity to save money.

I hope this is the beginning of an ef-
fort for us to redirect our priorities. I
urge we accept this amendment. We
have no objection on this side.

Mr. SPECTER. Mr. President, I
would like to comment on the amend-
ment offered today by Senator COHEN
and respond to the project he men-
tioned regarding the General Service
Administration’s proposal for construc-
tion of a new Federal center in Phila-
delphia.

First, allow me to briefly describe
this project for my colleagues. The
General Services Administration [GSA]
and the U.S. Postal Service [USPS]
have proposed the construction of an
11-story Federal office building at 30th
and Walnut Streets in Philadelphia.
The owner of the building will be the
U.S. Postal Service. The General Serv-
ices Administration will be the tenant.,
The building will comprise some 1 mil-
lion square feet of space for approxi-
mately 5,600 Federal employees of re-
gional agencies.

The Philadelphia Federal Center is
designed to make the Government’s op-
erations in Philadelphia more effective
and save Federal tax dollars. Current
Government leases in Philadelphia are
located in older, substandard buildings
which cannot be made to meet the cur-
rent standards without major renova-
tions such as retrofitting sprinkler sys-
tems, new elevators, or handicapped
accessibility. It is estimated that the
cost to construct a new building is sig-
nificantly less than the cost of these
major renovations. In addition, this
new building will allow several agen-
cies in Philadelphia to consolidate in
one location which will offer the Gov-
ernment state-of-the-art office facili-
ties for increased efficiency of public
services.

It is unclear to this Senator where
my colleague from Maine obtained his
data regarding costs associated with
the Philadelphia Federal center. Sen-
ator COHEN stated that this project will
cost over $250 million. In fact, the most
recent construction costs are consider-
ably lower, estimated at $190 million.
Further, my colleague states that
space in Philadelphia can be purchased
between $100 and $125 a square foot. In
fact, that space in Philadelphia would
be inadequate for long-term occupancy
due to inefficient building systems and
efficiency standards. Further, a great
majority of available space are not
large blocks of space which will pro-
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vide efficiencies and cost savings to the
Federal Government.

Mr. President, the amendment of-
fered by Senator COHEN is a good
amendment. Certainly, increased re-
view of projects proposed by the Gen-
eral Services Administration is pru-
dent to ensure that scarce Federal tax
dollars are used most effectively. I
would point out, however, that the pro-
posed Federal center in Philadelphia
has been thoroughly reviewed by the
Office of Management and Budget, as
well as the General Services Adminis-
tration, the U.S. Postal Service, the
House Committee on Public Works, the
Senate Appropriations Committee, and
the Senate Committee on Environment
and Public Works.

The Office of Management and Budg-
et reviewed the merits of the project
along with the scoring of its costs prior
to the approval of the project’s pro-
spectus in September 1992. When a Gov-
ernment agency proposes to enter into
a contract for the purchase, lease-pur-
chase, or lease of a capital asset the
matter must be approved by the Office
of Management and Budget. The Office
of Management and Budget’s review
and scoring of the project resulted in
its approval of the construction by the
Postal Service under a lease agreement
with the General Services Administra-
tion.

As approved by OMB, the lease agree-
ment for the Federal center guarantees
the Government and the taxpayers ex-
tremely favorable rates locked in for 60
years, the first 40 years without an es-
calation in rates. The project is ex-
pected to save money through more ef-
ficient operations and decreased rent
expenses.

The Federal Government, through
the General Services Administration
and Office of Management and Budget,
has the duty to pursue the most effec-
tive use of Federal tax dollars. The
amendment by Senator COHEN at-
tempts to ensure that the Federal Gov-
ernment will pursue only the most ef-
fective operations at the most efficient
costs to the taxpayer. Mr. President, I
am simply pleased to point out that
the project, as proposed by the General
Services Administration in Philadel-
phia and reviewed by the Office of Man-
agement and Budget, meets this cri-
teria.

Mr. RIEGLE. Mr. President, I am
also in support of this amendment. I
am prepared to accept the amendment
and upon doing so, I want to move to
the amendment of the Senator from
Minnesota.

At this time, I urge we accept the
amendment offered by the Senator
from Maine.

Mr. COHEN. May I ask also that Sen-
ator DOMENICI be added as a cosponsor,
if he is not already on, and Senator
LAUTENBERG.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Has the amendment by the Senator
from Maine been offered?
AMENDMENT NO, 355
(Purpose: To improve the cost-effectiveness
of Federal property management)

Mr. COHEN. Mr. President, I have
sent the amendment to the desk. I ask
for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Maine [Mr. COHEN], for
himself, Mr. DOMENICI, Mr. D'AMATO, and Mr.
LAUTENBERG, proposes an amendment num-
bered 355.

Mr. COHEN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the appropriate place, add the follow-
ing:
SEC. ___. COST EFFECTIVENESS OF FEDERAL

PROPERTY MANAGEMENT.

(a) FINDINGS.—The Congress finds that—

(1) the Federal Government owns over
400,000 buildings that cost the taxpayers hun-
dreds of billions of dollars;

(2) the Federal Government is the largest
single tenant and builder of office space in
the United States;

(3) the Federal Government currently has
$11,400,000,000 of construction in the works
which, when completed, will add approxi-
mately 23,000,000 square feet of office space;

(4) the Federal Government is construct-
ing, or entering into long-term leases for
buildings constructed expressly for the Fed-
eral Government, in areas with building va-
cancy rates as high as 30 percent;

{5) slgnificant budget savings can be
achieved if, before considering new construec-
tion, Federal agencies aggressively explore
the possibilities of purchasing or leasing
suitable office buildings available in the
market or acquiring suitable real estate
under the control of the Federal Deposit In-
surance Corporation or Resolution Trust
Corporation;

(6) the physical space requirements of Fed-
eral agencies and the Judiciary are too often
overstated and inflexible and, therefore, do
not permit the acquisition or lease of exist-
ing properties which may be suitable and
cost-effective;

(T) current scorekeeping rules may be dis-
couraging agencies from entering into the
most responsible arrangements for securing
office space (for example, in some cases, a
lease/purchase agreement may be most cost-
effective but current scorekeeping rules re-
quire that the budget authority and outlays
for the entire obligation, paid over a period
of years, be scored in the year the contract
is signed); and

(8) the Federal Buildings Fund, established
in 1972 as a revolving fund to cover the Gen-
eral Services Administration’s cost of rent,
repairs, renovations, and to pay for the con-
struction of new Federal buildings, and fund-
ed by the rent agencies pay to the General
Services Administration, has failed to be
self-sustaining and has required billions in
appropriations to finance new construction.

(b) COMPREHENSIVE REVIEW OF FEDERAL
PROPERTY MANAGEMENT.—

(1) IN GENERAL.—The Director of the Office
of Management and Budget shall conduct a
comprehensive review of Federal property
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management policies and procedures and
make recommendations to promote better
coordination between Government agencies,
maximize efficiency, and encourage flexibil-
ity to make decisions which are in the best
interest of the Federal Government.

(2) INCLUDED IN REVIEW.—The review re-
quired by this subsection shall include—

(A) recommendations requiring the Gen-
eral Services Administration, the Depart-
ment of Defense, the Postal Service and all
other Federal agencies and the Judiciary,
when appropriate, to develop or modify ex-
isting building requirements in such a way
as to allow for—

(i) the purchase, lease, lease/purchase of
existing buildings at market rates; and

(ii) the purchase of Resolution Trust Cor-
poration-owned and Federal Deposit Insur-
ance Corporation-owned real estate rather
than new construction of buildings;

(B) in conjunction with the Director of the
Congressional Budget Office, developing rec-
ommendations to revise scorekeeping rules
for Federal property leasing, lease/purchase,
construction, and acquisition to encourage
flexibility and decisions which are in the
best interest of the Federal Government; and

(C) recommendations on whether the Fed-
eral Buildings Fund should be maintained,
alternatives for meeting the Fund's objec-
tives, and changes to the Fund that will en-
able it to meet its objectives and become
self-sustaining.

(c) REPORT.—Not later than two months
after the date of enactment of this Act, the
Director of the Office of Management and
Budget shall report the recommendations de-
veloped pursuant to this section to—

(1) the Senate Committees on Govern-
mental Affairs, Appropriations, and Environ-
ment and Public Works; and

(2) the House of Representatives Commit-
tees on Government Operations, Appropria-
tions, and Public Works and Transportation.

The PRESIDING OFFICER. If there
be no further debate, the question is on
agreeing to the amendment.

The amendment (No. 355) was agreed

to.

Mr. D’AMATO. Mr. President, I move
to reconsider the vote.

Mr. RIEGLE. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 357
(Purpose: To require the General Accounting

Office to verify the certifications made by

the Secretary of the Treasury and the

Chairperson of the Federal Deposit Insur-

ance Corporation and making additional

certifications)

Mr. WELLSTONE. Mr. President, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows: ;

The Senator from Minnesota [Mr.
WELLSTONE], for himself and Mrs. MURRAY,
proposes an amendment numbered 357.

Mr. WELLSTONE. Mr. President, I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the end of section 3, strike the
quotation marks and final period and insert
the following:
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(M) INDEPENDENT REPORT BY THE GENERAL
ACCOUNTING OFFICE.—No funds appropriated
in subparagraph (E) or made available under
subparagraph (H) shall be paid pursuant to a
certification under clause (i) or (ii) of sub-
paragraph (K) by the Secretary of the Treas-
ury to the Savings Association Insurance
Fund for 60 days after such certifications are
made, During such 60 day period, the Comp-
troller General of the United States shall
transmit a report to the Congress that—

(1) states whether such certifications have
been verified; and

“(ii) states whether—

*(I) further increases in the deposit insur-
ance premiums paid by Savings Association
Insurance Fund members could create a sub-
stantial risk that losses due to additional
failures caused by the increases would ex-
ceed the increased premium income;

*(II) Savings Association Insurance Fund
members, in the aggregate, are unable to pay
additional semi-annual assessments under
section T(b) during such year at the assess-
ment rate which would be required in order
to meet the repayment schedule required
under section l4(c) for any amount borrowed
under section 14(a) to cover losses incurred
by the Fund during such year; and

‘(III) an increase in the assessment rate
for Savings Association Insurance Fund
members to meet any such repayment sched-
ule could reasonably be expected to result in
greater losses to the Government (through
an increase in the number of institutions in
default).”.

Mr. WELLSTONE. Mr. President, I
ask unanimous consent that Senator
MURRAY, from the State of Washing-
ton, be included as an original cospon-
50T,

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. WELLSTONE. Mr. President, my
amendment would require the General
Accounting Office, [GAO] to report to
Congress prior to the Treasury releas-
ing taxpayer funds to the Savings and
Loan Insurance Fund [SAIF] on the
ability of the savings and loan industry
to pay or to borrow money to capital-
ize its insurance fund.

In addition, this amendment requires
the GAO to report independently that
the FDIC and the RTC are implement-
ing the reform measures.

What this amendment does is to
make sure—is to make sure—that tax-
payers are the wallet of last resort.
What this amendment does, I repeat, is
to make sure that taxpayers will be the
wallet of last resort. Not the wallet of
first resort.

It is one thing to pay off this debacle.
It is quite another thing when we talk
about capitalizing the insurance fund.
And what we want to make sure of is
that before we dish out any more
funds, we are absolutely sure that the
S&L's have carried their own respon-
sibility to recapitalize their depleted
deposit insurance fund.

My amendment, I believe, provides
an extra layer of accountability to the
stamp of approval by the Treasury to
use taxpayer dollars.

My amendment looks to the GAO, be-
cause that is our separate accounting
arm. I am convinced if we, in fact, es-



May 13, 1993

tablish this additional layer of ac-
countability, we will have an oppor-
tunity to take a close look, by way of
oversight—and I know my colleagues
will be very much a part of that—to
make sure that before any taxpayers'
money goes into that insurance fund,
we know with certainty that the S&L
industry itself was not capable of being
able to raise their own money or bor-
row money for that fund.

We must be extremely careful that
the public perceives our actions as pro-
viding maximum safeguards against
any raids on the Treasury. And, consid-
ering the fact that billions of dollars,
taxpayers’ dollars, have been shelled
out already, it strikes me that the
more accountability we build into this
process by way of any certification, the
better off we will be in terms of good
public policy and the better off we will
be in terms of keeping our trust with
the people in this country.

Deposit insurance has become one of
the most expensive Government pro-
grams in the United States of America,
and it deserves the strongest possible
congressional oversight. I believe this
amendment contributes to that over-
sight.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. D'AMATO. Mr. President, I want
to commend the Senator for his amend-
ment. I think it is thoughtful, and it is
certainly one that we can support.

I have one concern, though, and that
is what happens if there is an emer-
gency situation in which the SAIF
needs funds immediately? Is there any
waiver for an emergency situation?
Would the Senator be willing to deal
with that?

AMENDMENT NO. 357, AS MODIFIED

Mr. WELLSTONE. Mr. President, I
send an amendment to the desk which
would insert the language, ‘‘unless the
Secretary determines and notifies the
Congress that an emergency exists’,
which I believe would speak to the con-
cern of the Senator from New York.

The PRESIDING OFFICER. Is the
Senator asking to modify the amend-
ment he earlier sent up?

Mr. WELLSTONE. That is correct.

The PRESIDING OFFICER. The Sen-
ator has that right, and the amend-
ment is so modified.

The amendment, with its modifica-
tion, is as follows:

At the end of section 3, strike the
quotation marks and final period and insert
the following:

‘(M) INDEPENDENT REPORT BY THE GENERAL
ACCOUNTING OFFICE.—No funds appropriated
in subparagraph (E) or made available under
subparagraph (H) shall be paid pursuant to a
certification under clause (i) or (ii) of sub-
paragraph (K) by the Secretary of the Treas-
ury to the Savings Association Insurance
Fund for 60 days after such certifications are
made. During such 60 day period, unless the
Secretary determines and notifies the Con-
gress that an emergency exists, the Comp-
troller General of the United States shall
transmit a report to the Congress that—
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(i) states whether such certifications have
been verified; and

“(ii) states whether—

“(I) further increases in the deposit insur-
ance premiums paid by Savings Association
Insurance Fund members could create a sub-
stantial risk that losses due to additional
failures caused by the increases would ex-
ceed the increased premium income;

*(II) Savings Association Insurance Fund

members, in the aggregate, are unable to pay
additional semi-annual assessments under
section T(b) during such year at the assess-
ment rate which would be required in order
to meet the repayment schedule required
under section 14(c) for any amount borrowed
under section l4(a) to cover losses incurred
by the Fund during such year; and

*(IIT) an increase in the assessment rate
for Savings Association Insurance Fund
members to meet any such repayment sched-
ule could reasonably be expected to result in
greater losses to the Government (through
an increase in the number of institutions in
default).”.

Mr. D'AMATO. Mr. President, with
that modification, this Senator sees no
objection and again congratulates the
Senator from Minnesota for his excel-
lent and thoughtful amendment.

Mr. WELLSTONE. I thank the Sen-
ator from New York.

Mr. RIEGLE. Mr. President, I also
want to indicate my support for the
amendment of the Senator from Min-
nesota. I want to thank him for not
only his initiative but also for the con-
structive way in which he has worked
with the committee. I think, by pre-
senting it in this form and with the
modification just sent to the desk, this
is a very helpful addition to the bill.

As I say, I am in support of it, If
there is no further debate and if it is in
order, I urge we adopt the amendment
at this point.

The PRESIDING OFFICER. If there
is no further debate, the question is on
agreeing to the amendment, as modi-
fied.

The amendment (No. 357), as modi-
fied, was agreed to.

Mr. D’AMATO. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. RIEGLE. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

Mr. WELLSTONE. I thank the Sen-
ator from Michigan and the Senator
from New York.

Mr. RIEGLE. Mr. President, let me
just indicate now that Senator DOR-
GAN, I know, has a matter that he
wants to present. He had a timing con-
flict where he is in the middle of a
press event where people have traveled
in from, I believe, his home State.
Upon the completion of that, which
should be very soon, I think his inten-
tion is to come to the floor and present
his amendment. We are prepared to
have him do that.

I should say that, we are down to a
very few other outstanding amend-
ments that may be left. There is an
amendment to be offered by Senator
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GRAHAM, of Florida, which we are pre-
pared to accept, and we can also take
that up at this time.

So let me also make the general sug-
gestion to him, in light of the fact that
we now have moved through all the
other pending amendments, that we
are prepared now either for the Dorgan
or Graham amendments and would like
to proceed with those at the earliest
possible time.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. GRAHAM. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr. DOR-
GAN). Without objection, it is so or-
dered.

AMENDMENT NO. 358

Mr. GRAHAM. Mr. President, I send
an amendment to the desk on behalf of
myself and Senator HARKIN.

The PRESIDING OFFICER.
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Florida [Mr. GRAHAM],
for himself and Mr. HARKIN, proposes an
amendment numbered 358.

Mr. GRAHAM. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the appropriate place, insert the follow-

The

ing:

SECTION 1. SENSE OF THE SENATE RELATING TO
PARTICIPATION OF DISABLED
AMERICANS IN CONTRACTING FOR
DELIVERY OF SERVICES TO FINAN-
CIAL INSTITUTION REGULATORY
AGENCIES.

(a) FINDINGS.—The Senate finds the follow-
ing:

(1) Congress, in adopting the Americans
with Disabilities Act of 1990, 42 U.S.C. sec-
tion 12101, (the ADA) specifically found that:

‘*(a) some 43,000,000 Americans have one or
more physical or mental disabilities, and
this number is increasing;

(b) discrimination against individuals with
disabilities persists in such critical areas as
employment, housing, public accommoda-
tions, education, transportation, commu-
nication, recreation, institutionalization,
health services, voting, and access to public
services;

() individuals with disabilities continually
encounter various forms of discrimination,
including outright intentional exclusion, the
discriminatory effects of architectural,
transportation, and communication barriers,
overprotective rules and policies, failure to
make modifications to existing facilities and
practices, exclusionary qualification stand-
ards and criteria, segregation, and relegation
to lesser services, programs, activities, bene-
fits, jobs, or other opportunities;

(d) census data, national polls, and other
studies have documented that people with
disabilities, as a group, occupy an inferior
status in our society, and are severely dis-
advantaged socially, vocationally, economi-
cally, and educationally;
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(e) individuals with disabilities are a dis-
crete and insular minority who have been
faced with restrictions and limitations, sub-
jected to a history of purposeful unequal
treatment, and relegated to a position of po-
litical powerlessness in our society, based on
characteristics that are beyond the control
of such individuals and resulting from
stereotypic assumptions not truly indicative
of the individual ability of such individuals
to participate in, and contribute to, society:

(f) the Nation's proper goals regarding in-
dividuals with disabilities are to assure
equality of opportunity, full participation,
independent living, and economic self-suffi-
ciency for such individuals; and

(g) the continuing existence of unfair and
unnecessary discrimination and prejudice de-
nies people with disabilities the opportunity
to compete on an equal basis and to pursue
those opportunities for which our free soci-
ety is justifiably famous, and costs the Unit-
ed States billions of dollars in unnecessary
expenses resulting from dependency and non-
productivity.”

(b) SENSE OF THE SENATE—It is the sense
of the Senate that the chiel executive officer
of the Resolution Trust Corporation, the Of-
fice of Thrift Supervision, the Federal De-
posit Insurance Corporation, the Comptroller
of the Currency, the Federal Housing Fi-
nance Board shall take all necessary steps
within each such agency to ensure that indi-
viduals with disabilities and entities owned
by individuals with disabilities, including fi-
nancial institutions, investment banking
firms, underwriters, asset managers, ac-
countants, and providers of legal services,
are availed of all opportunities to compete in
a manner which, at a minimum, does not dis-
criminate on the basis of their disability for
contracts entered into by the agency to man-
age the institutions and their assets for
which the agency is responsible or to per-
form such other functions authorized under
any law applicable to such agency.

Mr. GRAHAM. Mr. President, this is
in the nature of a sense-of-the-Senate
resolution relative to the participation
of disabled Americans in contracting
for delivery of services to financial in-
stitution regulatory agencies.

There has been, unfortunately, in-
stances in which disabled persons, par-
ticularly the blind, have been denied
the opportunity to render professional
services to the financial institution
regulatory agencies. It is the purpose
of this amendment to bring this issue
to the attention of the Senate and to
the regulatory agencies and call upon
them to operate in all ways in such a
manner as to not discriminate on the
basis of disability for contracts entered
into by those agencies.

This amendment is not intended to
deal with the issue of whether minori-
ties should be part of the group that
has special preference in contract set-
asides and others, but at least to estab-
lish the principle that the disabled
should not be discriminated and denied
the opportunity, because of their dis-
ability, to render services to these fi-
nancial institution regulatory agen-
cies.

Mr. President, I urge adoption of the
sense-of-the-Senate resolution.

The PRESIDING OFFICER. Is there
further debate?
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Mr. RIEGLE. Mr. President, there is
not any further debate. I can represent
that this matter has been cleared on
the Republican side, with Senator
D'AMATO and his staff. It has been
cleared on this side. I think it is a use-
ful addition to the bill.

I thank the Senator from Florida.
The Senator from Florida was pre-
viously a member of our committee,
and we miss him very much. But I can
see that he has not lost his interest in
matters before the committee. They
are matters of interest of longstanding.
So we are pleased to accept the amend-
ment. When time is appropriate, I will
urge adoption of the amendment.

The PRESIDING OFFICER. Is there
further debate? If not, without objec-
tion, the amendment is agreed to.

So the amendment (No. 358) was
agreed to.

Mr. GRAHAM. I thank the Chair. I
thank the chairman.

Mr. President, I move to reconsider
the vote.

Mr, RIEGLE. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to. 2

Mr. RIEGLE. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER (Mrs.
MURRAY). The clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. DORGAN. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO, 358
(Purpose: To establish a task force for the
investigation and prosecution of crimes in
or against federally insured savings asso-
ciations and to provide for the appoint-
ment by the Attorney General of a Special

Counsel for Thrift Fraud)

Mr. DORGAN. Madam President, I
call up amendment No. 359, which is at
the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from North Dakota [Mr. DOR-
GAN], for himself, Mr. FEINGOLD, Mr. BAaUCUS,
Mr. CONRAD, and Mr. MATHEWS, proposes an
amendment numbered 359,

Mr. DORGAN. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the appropriate place, insert the follow-
ing new section:

SEC. 6. TASK FORCE ON THRIFT FRAUD.

Section 2539 of the Crime Control Act of
1990 (28 U.5.C. 509 note) is amended by adding
at the end the following new subsection:

*(d) TASK FORCE ON SAVINGS ASSOCIATION
FRAUD.—

**(1) ESTABLISHMENT.—The Attorney Gen-
eral shall establish within the Department of
Justice, in accordance with subsection (a),
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the Thrift Fraud Task Force to coordinate
and assist in the investigation and prosecu-
tion of crimes in or against federally insured
savings associations (as defined in section 3
of the Federal Deposit Insurance Act).

*(2) SPECIAL COUNSEL FOR THRIFT FRAUD.—
The Thrift Fraud Task Force shall be headed
by a Special Counsel for Thrift Fraud, ap-
pointed by the Attorney General.

*(3) DUTIES.—The Thrift Fraud Task
Force, under the direction of the Special
Counsel for Thrift Fraud, shall—

*(A) assist, consult with, and advise all
Federal agencies engaged in the investiga-
tion and prosecution of criminal fraud cases
involving federally insured savings associa-
tions;

*(B) establish a system of information on
the adequacy of Federal agency staffing for
such cases;

*(C) determine the adeguacy of such staff-
ing; and

*(D) develop and assist in the implementa-
tion of measures for improving, if necessary,
the effectiveness of the Federal investigative
and prosecutorial efforts in such cases.

*(4) AGENCY COOPERATION.—Each member
of the senior interagency group established
under subsection (c), and all other relevant
Federal agencies, shall provide such informa-
tion, assistance, and cooperation to the
Thrift Fraud Task Force as the Special
Counsel for Thrift Fraud may request.”,

Mr. DORGAN. Madam President,
today we are debating in this Chamber
additional billions of dollars for the
bailout of the S&L industry. That bail-
out is required because in the 1980’s
there was a carnival of greed in the
S&L industry by a number of people
who systematically defrauded the
S&L's, their depositors, and the Amer-
ican people.

Now, who is stuck paying the bill for
this massive fraud? The American peo-
ple, unfortunately, through these S&L
bailouts. The 1980’s will be recognized
in history books as a decade of almost
unprecedented speculation and greed,
some on Wall Street, some from junk
bonds, some from hostile takeovers,
but much in the S&L industry as well.

We all understand the responsibility
to address the bailout. The deposits in
the savings and loans that failed were
insured, and the Federal Government
must make good on that. But the ques-
tion is, what about those who de-
frauded these institutions? What will
happen to those people? The American
public wants to know, as we ante up
U.S. tax dollars to bail out the S&L’s,
what is happening to those who helped
cause the problem in the first instance?

About 64 percent of the RTC-con-
trolled thrifts have suspected criminal
misconduct that was referred to the
Justice Department. The GAO has indi-
cated that about two-thirds of all
S&L's failed, in part, because of fraud-
ulent actions.

My amendment addresses this in the
following way: My amendment requires
the Attorney General to establish
within the U.S. Justice Department a
special task force on S&L criminal
fraud. The reason I offer the amend-
ment is that I want the American peo-
ple to understand that even as these
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bailouts take place, we have taken all
of the spotlights and put them on the
same spot to vigorously investigate
and prosecute criminal fraud that oc-
curred in the S&L industry.

The American taxpayers deserve to
know that those who committed S&L
crimes have had their assets seized,
have been aggressively prosecuted, and
have been required to pay restitution
or spend time in jail. That is what the
American people deserve to know.

Now, is that happening? The answer
is no.

Is there some work being done in
prosecuting those who defrauded the
S&L industry? Yes, some, but not near-
ly enough. There is a task force in the
Justice Department on financial insti-
tutions. But there is not a task force,
and never mms been a task force, in
which all of the efforts and resources
were marshaled to go after those who
committed the greatest financial scan-
dal in the history of this country.

Now, we have a new Attorney Gen-
eral, Madam President. She is a breath
of fresh air in this Government. I think
the world of Janet Reno. But she inher-
ited a mess. The two previous adminis-
trations had people in the Attorney
General's office who did not have any
interest in creating a task force to
make sure that we prosecuted those
guilty of S&L wrongdoing and to en-
sure that we recovered assets that were
acquired illegally. )

We ought to decide today that we
must move forward and require an S&L
criminal task force fraud be estab-
lished to give the American people the
assurance that we are going to deal
with this issue in a forthright way.

I want to show my colleagues a chart
that ought to make the blood of every
American boil when they look at it.
This is the amount of fines and restitu-
tion ordered and collected in failed
S&L: fraud cases. This is a very small
portion of it, but here is what has been
ordered for restitution, and fines, and
here is what has been collected: $220
million, as of July 1892, are the fines
and restitutions that have been or-
dered; $6 million was collected. Would
it make the average American angry to
understand that over 95 percent of
what has been ordered paid in fines and
restitution from these wrongdoers has
not even been collected? Of course, it
would. They expect and demand better,
even now as we move to further bail
out this industry.

This record is not a good record.
Some point out that there is already a
task force on financial institutions
fraud at the Justice Department using
the FBI, Secret Service, and other
agencies to investigate these cases. But
frankly, most of the activity is in non-
S&L areas; most is in the banking
area.

This is the biggest financial scandal
in the history of this country. I think
we need to make sure, and give the
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American people the assurance that
those who committed this fraud are
going to have to pay for it.

I understand the Justice Department
has reservations about my amendment.
I offered it over on the House side and
it passed. The only reason it is not now
in law is it was in the crime bill, and
that died in this Chamber last year. So
I offered it again in this Chamber.

I have talked with the chairman of
the committee about this subject. I
have told him that, at his request, I
will withdraw the amendment and
reoffer it to the crime bill this year.

This ought to be law. I know the bu-
reaucrats do not like it. They want
things their way. But I think the
American people ought to insist that
the vigorous prosecution of S&L fraud
cases move forward. I offered this
amendment on behalf of Senators
FEINGOLD, MATHEWS, BAUcCUS, and
CoONRAD. I will not pursue a vote on this
today and will withdraw the amend-
ment, with the understanding among
us that this will be offered to the crime
bill, which the chairman has suggested
to me.

I tell my colleagues, as I finish my
statement, that—I understand the
chairman’s need to try to move this
bill today—I think it also fits in the
crime bill, which is where I would ex-
pect to ask my colleagues to vote on it
again this year in the U.S. Senate.

Madam President, I am happy to
yield to my colleague from Michigan.

Mr. RIEGLE. Madam President, let
me say, first of all, that I appreciate
the initiative of the Senator from
North Dakota. I appreciate it not just
here on this issue, but as he points out,
he has been very active on this issue in
his previous service in the House of
Representatives, on more than just
this aspect, but other related aspects. I
think he has made a very important
contribution in trying to corner this
problem and solve it in a very direct

way.
I think the points Senator DORGAN
makes today are very important

points. Going back to the original pas-
sage of the FIRREA legislation in 1989,
we did, at that time, not only author-
ize specific requirements of investiga-
tive pursuit by the Justice Depart-
ment, but we provided more money in
the way of a direct allocation of funds
than even they asked for. My memory
is they asked for $50 million, and I
think we provided 375 million. In any
event, I know we provided more than
they asked for. We do have a letter
from the Justice Department today. I
will not read it all. I ask unanimous
consent that it be printed in the
RECORD at the end of my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit 1.)

Mr. RIEGLE. They argue that they
are getting this job done now. I say, in
response to the Senator’'s comments,
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that I think more needs to be done, and
I think a more aggressive effort is re-
quired. I think the Justice Department
needs to focus on this in a more intense
way than it has.

I am supportive of what the Senator
wants to do. I appreciate his willing-
ness to put this matter on the crime
bill. I think it is a more appropriate ve-
hicle. One of the reasons it is, is that it
helps us in terms of not getting into a
jurisdictional dispute at a later point
with respect to not just here, but to
the other body as well; so that if we
can get something like this in the
crime bill, then it will be within the
proper scope of the committee where
the bill will originate and not get into
a dual jurisdiction issue on the other
body, as it would if put here.

I also appreciate his understanding of
the need to move this legislation now
in as clean a fashion as we can, because
this issue has been outstanding now for
well over a year. The RTC, today, does
not have the funds it needs to close
failed thrifts, and losses are mounting.
So that anything that impedes the ef-
fort to get that done promptly, obvi-
ously, will cost us more money. That is
a different problem, but it is neverthe-
less a real problem.

So I appreciate the understanding
and the work of the Senator from
North Dakota. I am supportive of what
he is endeavoring to do here, and I in-
tend to be supportive of his approach
when he offers it on the crime bill.

EXHIBIT 1

U.S. DEPARTMENT OF JUSTICE,
OFFICE OF LEGISLATIVE AFFAIRS,
Washington, DC, May 12, 1993.
Hon. BYRON L. DORGAN,
U.S. Senate, Washington, DC.

DEAR SENATOR DORGAN: This is in reply to
your letter to the Attorney General dated
April 1, 1993, in which you advised her that
you are considering offering an amendment
to the Resolution Trust Corporation funding
bill, 8. T14, which would call “for the estab-
lishment of a savings and loan criminal
fraud prosecution task force within the Jus-
tice Department.” We understand that the
amendment you are considering would also
establish a new *“Special Counsel for Thrift
Fraud' within the Department. We appre-
ciate your efforts on this issue and your
seeking to consult with the Department be-
fore offering your amendment. In our view,
however, new legislation is unnecessary and
could interfere with the Attorney General's
ability to organize and administer the De-
partment in the most effective and efficient
manner.

Our principal concern with the proposal is
that the Congress created what is essentially
a task force—and did create a new Special
Counsel—within the Department of Justice
when it enacted the Financial Institutions
Reform, Recovery and Enforcement Act of
1989 and the Crime Control Act (CCA) of 1990.
A key aspect of the CCA was to codify the
position of Special Counsel for Financial In-
stitution Fraud, which was initially estab-
lished by the Department to provide central
leadership and direction for the financial in-
stitution fraud (FIF) enforcement effort. The
CCA requires the Special Counsel to super-
vise and coordinate FIF matters within the
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Department and to ensure adequate re-
sources are available, This, in turn, requires
a continuing effort by every other compo-
nent of the enforcement team which forms
the nucleus of a task force—most notably,
the Senior Interagency Group, the United
States Attorneys, the Criminal, Civil and
Tax Divisions of the Department of Justice,
the Executive Office for United States Attor-
neys, the Federal Bureau of Investigation
and other involved federal law enforcement
agencies, the Interagency Bank Fraud En-
forcement Working Group, and the deposi-
tory institution regulatory agencies.

This team has endeavored to develop an ef-
fective program which will bring to justice
those who victimized federally insured finan-
cial institutions. Its enforcement goals are
to (1) concentrate investigations on cases
which are the most detrimental to the bank-
ing industry, a group we call “‘major cases,”
(2) prosecute those cases when it is appro-
priate, and (3) recover as much as we can of
the funds which were obtained through
fraud. The progress in prosecuting major FIF
cases around the country, as reflected in the
substantial numbers of convictions obtained
in major cases, is a testament to the efforts
of prosecutors and investigators alike. More
important here, though, is that the achieve-
ments of the program are in no small meas-
ure attributable to the enforcement struc-
ture now in place.

For all of these reasons, new legislation es-
tablishing a task force or a new special coun-
sel is not needed. Moreover, the establish-
ment of such a task force or special counsel
by statute could needlessly interfere with
the ability of the Attorney General to man-
age the Department. We believe, instead,
that the Attorney General should retain as
much discretion as possible to ensure that
she is able to respond with flexibility to new
problems as they arise.

We appreciate your interest in the Depart-
ment's efforts to investigate and prosecute
financial institution fraud cases. Please do
not hesitate to contact me if you require ad-
ditional information on this or any other
matter.

The Office of Management and Budget has
advised that there is no objection from the
standpoint of the Administration’s program
to the presentation of this report.

Sincerely,
M. FAITH BURTON,
Acting Assistant Attorney General.

Mr. MATHEWS. Mr. President, I am
pleased to join Senators DORGAN and
FEINGOLD in this amendment, and I rise
today to speak of two things: First an
apology we owe the American people,
and, second, a promise we must make
to protect the future savings of the
American people.

Earlier this week, this body
consumed considerable time in the pas-
sage of a bill that basically said we are
not going to let a lobbyist buy us din-
ner anymore, or join them in a special
performance at the Kennedy Center.

If, by doing this, the public now has
greater confidence in us, then perhaps
we spent our time wisely. Perception is
important in Government.

Today, however, we must deal with
reality—not perception.

We must tell the citizens of this
country that one of the big reasons we
could not afford a $17 billion stimulus
package is that we are being called

CONGRESSIONAL RECORD—SENATE

upon to add another $35 billion to the
$105 billion already appropriated to bail
out the failed thrift industry.

We're going to ask the American tax-
payer to cough up another $35 billion
to insure that the savings, which the
American public had entrusted to our
Federal financial institutions, are
there for their retirement.

Madam President, it is possible that
this will be the most painful vote I will
have to cast during my tenure in the
Senate.

It pains me that we must put another
$35 billion into the savings and loan de-
bacle.

At this point, we have no choice but
to go ahead and finish cleaning up the
mess.

After all, we have promised insured
depositors at these institutions that
their money was backed by the full
faith and credit guarantee of the Fed-
eral Government.

What is more, the RTC estimates
that delay in providing these funds
adds to the cost of resolving existing
conservationships by $3 million a day.

As the Congress votes to appropriate
these funds, however, I believe we must
offer an apology to the American peo-
ple for this boondoggle perpetuated
during the 1980's.

I sometimes hear the 1980's referred
to as the decade of greed and in the
case of the savings and loan crisis, that
would certainly be an appropriate
label.

A laissez-faire attitude of the past 12
years allowed directors of S&L’'s to
make loans that never should have
been made, pursuing deals to make a
quick personal buck, regardless of the
implications for the long-term finan-
cial health of the institutions they
were supposed to be managing.

At the same time, the Government
agencies that should have exercised
oversight of these institutions turned a
blind eye to the ongoing abuse and mis-
management.

So today, we must offer two things to
the American people:

First, an apology for this disaster.

Second, a promise that we will work
diligently to ensure that this never
happens again.

We do not need to overreact and
drown financial institutions in burden-
some, unnecessary paper and regu-
lators, but we certainly need to be sure
that Government adequately plays its
important regulatory role.

Since 1989, the Congress has provided
the RTC with $105 billion to pay for
losses incurred in resolving failed
thrift institutions.

Today, we are voting to make avail-
able another $35 billion.

When we stop to consider what we
could have done with these funds oth-
erwise, this seems like nothing short of
a tragedy.

We could finance the entire State
government of my State of Tennessee
for 14 years.
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The sum of $140 billion is more than
we will need to extend health care cov-
erage to every American citizen.

The sum of $140 billion would have
covered the entire budget of the De-
partment of Education for over 4 years,
4 years of student loans, Pell grants,
chapter 1 educational programs, teach-
er training, to name just a few of the
worthy projects in that Department.

For less than the amount we have
spent on the savings & loan disaster,
we could have built all the wastewater
treatment plants needed in this coun-
try.

Or, of course, we could have taken a
good-sized chunk out of the deficit.

Madam President, I commend my
colleague Senator DORGAN of North Da-
kota, and join him in supporting lan-
guage that will establish a criminal
fraud unit, a unit that will help us
keep our promise that this will never
happen again.

Mr. DORGAN. Madam President, I
heard this morning from the Justice
Department as well. They are not sup-
portive of this. My intention is not to
hinder the Attorney General. This At-
torney General is an outstanding pub-
lic official who is going to create, I
think, an outstanding record. My in-
tention is not to hinder but to help this
Attorney General.

Yet the bureaucracy tends to eat up
initiatives that we ought to consider.
The bureaucracy exists before we get
here and remains long after we are
gone. But Congress spends the money;
we are the ones that ask our constitu-
ents for the money. I am saying, on be-
half of my constituents, that they ex-
pect a much more vigorous job than
has been done in past years to pros-
ecute S&L fraud. That is my intention
with this amendment. I very much ap-
preciate the statement of the chair-
man, Senator RIEGLE, and I withdraw
my amendment.

The PRESIDING OFFICER. The Sen-
ator has that right.

Without objection, it is so ordered.

The amendment (No. 359) was with-
drawn.

Mr. RIEGLE. Madam President, I ap-
preciate the work and leadership of the
Senator from North Dakota, and I look
forward to this issue coming back
around at a later time on that other
legislation.

Let me now indicate that the Sen-
ator from California has an issue she
wants to discuss; so let me yield now so
that we might proceed with that.

(Mr. DORGAN assumed the chair.)

Mrs. BOXER. Mr. President, I thank
the chairman for yielding me this
time. I compliment him on his leader-
ship, as we go through this bill. I also
would like to say to my colleague from
North Dakota, Mr. DORGAN, how much
I appreciate his leadership on this en-
tire issue of going after those who de-
serve to be punished for their actions.
I, too, will support him as he moves his
amendment to the crime bill.
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I want to take a moment to enter
into a colloguy with the distinguished
chairman and manager of this bill re-
garding an issue I believe critical to
the continued health of our banking
and thrift institutions. The issue con-
cerns extensions of credit by member
banks to any of their executive offi-
cers, directors, and principal share-
holders, individuals who are known as
insiders.

As one of the guardians of taxpayer
dollars, and given the role played by
insider lending in bank and thrift fail-
ures over the past few years, I believe
that our current rules regarding in-
sider lending must be strengthened. As
long as taxpayer dollars, Mr. President,
provide protection for private sector
business decisions we are obligated to
minimize the possibility of abuse.

Mr. RIEGLE. If the Senator will
vield, I respond by saying that I, too,
recognize the problems posed by insider
lending. As the distinguished Senator
from California knows, I have asked
the GAO to report back to the Banking
Committee with its analysis of the role
insider lending has played in recent
bank failures. The GAO has reached
some preliminary conclusions, and I
am hopeful, in terms of the indications
we have from them, that the study will
be finalized before the August recess.

Mrs. BOXER. Mr. President, I have
drafted legislation to address the in-
sider lending problem, and I intend to
introduce that bill. I considered offer-
ing my bill as an amendment to the
pending legislation, but I have chosen
to await the GAO study commissioned
by the chairman and Chairman Gon-
zalez, which should provide critical
data, further illuminating the depth of
insider lending problems.

Mr. President, I would like to ask
two questions of the chairman: First,
will he schedule a hearing on the prob-
lem of insider lending once the GAO re-
port he requested is released? Second,
after the conclusion of that hearing on
insider lending, it is my understanding
that the chairman would be willing to
work with me on appropriate legisla-
tion.

Mr. RIEGLE. The answer to both
questions is yes. I want to say that I
appreciate and commend the Senator
for her leadership in this area and, for
that matter, many others as well. I
agree with my colleague that this is an
important issue that does merit a hear-
ing, and I will schedule a hearing at a
mutually convenient time after the
GAOQ report is released.

I very much look forward to working
with the Senator and with others in de-
veloping appropriate legislation, as we
determine it is needed here.

Mrs. BOXER. Mr. President, I thank
the chairman for his leadership on this
issue. Without that GAO study, we
would not know the extent of the prob-
lem that is caused by insider lending.
So I do look forward to that report and
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to working with my chairman and
other Senators on this very crucial
issue.

I yield back my time.

Mr. RIEGLE. Very good. I thank the
Senator.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Washington.

Mrs. MURRAY. Mr. President, this is
a story of responsibility, accountabil-
ity, and honesty.

It seems to me that the policies of
the past decade were all too often de-
signed with the idea that Government
is bad. In the early 1980's, when I was
teaching preschool, I heard the call of
the Reagan-Bush era: “‘Let’s not get in-
volved. Let’'s let the thrift industry and
the Nation's savings and loans do
whatever they want. This was the an-
them of the 1980's—don’'t worry, be
happy.”

Then, when things fell apart, no one
was happy. The abuse was obvious.
S&L’'s collapsed in many parts of the
country, and the Bush administration
had to set up the Resolution Trust Cor-
poration to clean up the mess. Again,
everyone thought: “Let’s let the RTC
do its job. Let's not burden the RTC
with too much oversight. Let's not get
involved."”

But, Mr. President, we are here today
because it is our job to be involved.

There is a compact between Amer-
ican savers and their Government, and
everyone understands its terms and its
importance: We put our hard-earned
money in accounts which are covered
by Federal deposit insurance, and the
Government guarantees it up to
$100,000. This compact is the founda-
tion of our savings system. It is the
foundation of our economic stability.

We are here today because something
went wrong when the Government
reneged on its responsibility. It appalls
me that the RTC needs billions of dol-
lars to continue this bailout because
the Government let down its guard and
essentially gave away its duties to
someone else. We cannot just hand out
money to the RTC blindly. The RTC
has proven that it is sorely in need of
oversight.

Like it or not, our job as legislators
is to see that the Government's
money—the people’'s money—is being
spent wisely and without waste.

That is why I support the changes to
the RTC funding bill, which Chairman
RIEGLE has placed in the managers’
amendment. These changes are a begin-
ning in restoring accountability, re-
sponsibility, and honesty, to this S&L
crisis. I applaud the chairman for his
leadership on this issue.

I must also praise my colleagues who
sit at the end of the dais of the Bank-
ing Committee with me—especially
Senator BARBARA BOXER and Senator
CAROL MOSELEY-BRAUN. They have
taken a fresh look at this extremely
difficult issue. For months, we have
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worked with Senator JOHN KERRY and
Chairman RIEGLE to implement what
we see are much needed reforms to the
RTC before we could agree to addi-
tional funding.

Accountability. Responsibility. Hon-
esty. The story of the RTC is more
home economics than rocket science.

Well, what about accountability? Mr.
President, as you know, our Govern-
ment has spent $86 billion since the
summer of 1989, paying off more than
22 million depositors, who had accounts
in failed S&L's. Of this $86 billion, ap-
proximately $74 billion has been paid to
depositors to actually cover their in-
sured deposits. This leaves about $12
billion—nearly $3 billion per year—for
administration and overhead. Three
billion dollars for overhead? How many
Head Start programs could have been
funded for that amount? How many
children could have been immunized?
The RTC has spent in overhead the
equivalent of President Clinton’s entire
stimulus package which was filibus-
tered in this body.

And, what about responsibility? To
date, only $1 billion has been recovered
in restitution from those involved in
this debacle. Since October 1, 1988, 1,358
people have been charged with S&L
criminal violations, but only 685 of
them have been sent to prison. Some-
one has let the crooks get away with
highway robbery.

And, what about honesty? As I cam-
paigned last year on the streets of Ta-
coma and up and down the hills of Se-
attle, I heard a constant refrain: The
Government does not speak the lan-
guage that American people speak.
Fundamental change is needed in the
way things are done in Washington,
DC. What this means to me is that peo-
ple want the Government from the top
down to level with them. Change and
honesty means that there must be ac-
countability written into this bill.

Mr. President, it would be easy for
me to vote for no additional funding.
When I read my mail from my friends
and neighbors in Washington, I feel
like voting no. Everyone in the State
of Washington knows that this problem
is centered largely in Texas. Failed
thrifts in the State of Washington held
assets of $329 million. But the citizens
of Washington have contributed nearly
$2 billion in their tax dollars to the
cleanup. I will not allow any more
money from the State of Washington
to be sent south and go down the drain.

It would be easy for me to vote no. I
am angry about the bailont. I am
angry about a Government that did not
do its job. I hate the fact that, as a tax-
payer, my family and my neighbors
have to pay for this mess. But I also re-
alize that there are a lot of little old
ladies who put their life savings into a
thrift they thought was being managed
responsibly, and they are depending on
their money being there when they go
to pick it up.
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It would be easy for me to vote no,
because I think about what might have
been. When I see what that money
could have been spent on, in the State
of Washington, I get angry. When I
visit a 6th-grade classroom and see 35
growing kids crowded into a room be-
cause we cannot afford more teachers,
I get angry. When I see our emergency
rooms packed with families without
health care, I get angry. When I see no-
body fishing in Puget Sound, as I did
when I was a kid, because there is no
money to clean it up, I get angry. The
way this Government has prioritized
its money in the past has made no
sense. And it is time for a change.

I have listened to the people of Wash-
ington tell me horror stories about
their experiences with the Resolution
Trust Corporation. They tell stories of
serious underpayment, low prepayment
offers, mismanagement, favoring big
money interests over small investors.
No accountability, no responsibility,
and no honesty.

I understand that this is yet another
mess inherited by President Clinton. I
understand that we need to fund the
RTC, but I will tell you that my money
and my constituents' money had darn
well better be spend wisely. That
means no more big bonuses for execu-
tives, no more lining the pockets of
contractors, no more gilding the lily.
Every single penny of our money
should go as quickly and efficiently as
possible to those depositors who lost
their money in this savings and loan
mess.

That is why we must pare down the
amount we authorize to the bare mini-
mum and put as many strings on this
money as possible. There is an old say-
ing which I am going to apply to the
RTC: ''In God We Trust, all others pay
cash."

I get hundreds of letters a week from
the citizens of Washington, who tell me
to cut spending first. Well, here we go,
Mr. President, let us cut some spend-
ing. Let us get involved. Let us put ac-
countability into this disaster. Let us
support the chairman’s amendment, let
us get the cleanup finished, and let us
put this RTC out of business.

Mr. RIEGLE. Mr, President, if I may,
I just want to respond briefly to the
Senator from Washington and thank
her for her very important leadership
on the committee and on this issue and
for the statement she has just made
and the frustration that she cites. Be-
lieve me, it is widely shared by all of us
in this institution.

I would say this: She cited one num-
ber that I just will take a moment to
elaborate on in terms of where the
losses had occurred and where the
money has gone to cover those losses.

In the work that we have done in the
Banking Committee, it has been deter-
mined that in all the S&L losses in the
country’s failures of institutions, over
half of all the losses occurred in insti-
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tutions in just one State, which she
mentioned, namely, the State of Texas.
More importantly, that occurred in
State-chartered institutions in that
State which had a different range of ac-
tivities authorized by State law that
were different from and more far rang-
ing than what was granted in a Federal
savings and loan charter. And yet
through, I think, a misapplication of
our laws, we were allowing the Federal
deposit insurance guarantee to apply
not just to federally chartered institu-
tions but to State-chartered institu-
tions, and where those charters were
much too broad, that is where the
losses piled up.

So over half the total losses occurred
in just one State, namely, Texas,
through its State-chartered institu-
tions; and, secondly, the next 20 per-
cent, the next largest share, also oc-
curred in the State-chartered institu-
tions in the State of California.

So if you add up the State-chartered
institutions in just those two States
that is 70 percent of the problem. When
the Senator cited that minuscule
amount of assets represented by S&L
failure in her home State, that is
equally true in my home State of
Michigan.

So it can fairly be said that this
problem, for the most part, occurred in
a very limited number of places. It was
not a 50-State problem.

Now, it can also be said that, because
of broker deposits and other things,
sometimes savers were having their
money shipped around the country and
they may very well have ended up in a
Texas institution or an institution in
some other State. So that when that
failed and their insured deposits were
returned to them, that does not nec-
essarily mean that that saver lived in
Texas or California or some other
place. But I think it helps illustrate
the lopsided nature of where this prob-
lem came from.

The Senator is quite right in noting
that standing behind the Federal de-
posit guarantee, there has been a dis-
proportionate amount of that money
go to a very limited number of places.

But I wanted again to thank the Sen-
ator for her constructive work in the
fashioning of this bill. This bill is a
better bill, in my view, with the safe-
guards in this, as a result of her par-
ticipation and that of other Members
whose names she cited, and that has
been a very worthwhile contribution.

Mr, LIEBERMAN addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Connecticut.

AMENDMENT NO. 360
(Purpose: To strengthen internal controls at

the Resolution Trust Corporation by im-

posing certain requirements on the execu-

tion of certain contracts)

Mr. LIEBERMAN. Mr. President, I
have an amendment which I send to
desk at this time.
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The PRESIDING OFFICER. The
clerk will report the amendment.

Mr. CHAFEE. Mr. President, I won-
der if the Senator from Connecticut
will yield for a brief question?

Mr. LIEBERMAN. I yield to the Sen-
ator

Mr. CHAFEE. I do not know how long
the Senator is going to take. I just
wanted to engage in a brief colloguy
with the manager of the bill that would
take maybe 5 minutes. It is not an
amendment. I am not going to have an
amendment.

Mr. LIEBERMAN. If the Senator will
yield, this should take less than 5 min-
utes.

Mr. CHAFEE. I thank the Senator.

The PRESIDING OFFICER. The
clerk will report the amendment.

The bill clerk read as follows:

The Senator from Connecticut [Mr.
LIEBERMAN], for himself and Mr. WOFFORD,
proposes an amendment numbered 360.

Mr. LIEBERMAN. Mr. President, I
ask unanimous consent that reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection it is so ordered.

The amendment is as follows:

At the end of the bill, insert the following
new section:

SEC. .RTC CONTRACTING.

(a) No person shall execute, on behalf of
the Corporation, any contract, or modifica-
tion to a contract, for goods or services ex-
ceeding $100,000 in value unless the person
executing the contract or modification
states in writing that—

(1) the contract or modification is for a
fixed price, the person has received a written
cost estimate for the contract or modifica-
tion, or a cost estimate cannot be obtained
as a practical matter with an explanation of
why such a cost estimate cannot be obtained
as a practical matter;

(2) the person has received the written
statement described in paragraph (b);

(3) the person is satisfied that the contract
or modification to be executed has been ap-
proved by a person legally authorized to do
s0 pursuant to a written delegation of au-
thority.

(b) A person who authorizes a contract, or
a modification to a contract, for goods or
services exceeding $100,000, shall state, in
writing, that he or she has been delegated
the authority, pursuant to a written delega-
tion of authority, to authorize that contract
or modification.

(c) The failure of any person executing a
contract, or a modification of a contract, on
behalf of the Corporation, or authorizing
such a contract or modification of a con-
tract, to comply with the requirements of
this section shall not void, or be grounds to
void or rescind, any otherwise properly exe-
cuted contract.

Mr. LIEBERMAN. Mr. President, it
seems that almost since RTC’s incep-
tion we have heard warnings from the
General Accounting Office about the
potential for waste through RTC’s con-
tracting activities. Over the past few
years, unfortunately, we have had vivid
examples of that waste and abuse.

First, we had what RTC called Oper-
ation Western Storm, which could have
just as well and probably more accu-
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rately been called Operation Wasteful
Storm.

That episode was a $24 million con-
tract that was let through a non-
competitive procurement. The inspec-
tor general concluded that there was at
least $1.7 million in waste and §1.2 mil-
lion in questionable costs in Western
Storm.

When the Committee on Govern-
mental Affairs, on which I am privi-
leged to serve, held a hearing to exam-
ine Operation Western Storm, it be-
came apparent that there were a num-
ber of contracting deficiencies that
contributed to that waste of money.

First, the contracting department
was never consulted about the con-
tract. Even more astounding, despite
the fact that RTC's delegations of au-
thority clearly required noncompeti-
tive procurements valued at over
$50,000 to be submitted to the RTC
board of directors for approval, RTC's
officers never formally notified—they
never even formally notified, let alone
got approval from—the board of direc-
tors that a $24 million noncompetitive
procurement had taken place.

At the committee hearing on Oper-
ation Western Storm, the senior execu-
tives of RTC testified that they would
never do it again. And yet, just a short
while later, in May of 1992, a vice presi-
dent in RTC's headquarters signed a
task order—a contract—with Price
Waterhouse that would ultimately run
to nearly $30 million and result, Mr.
President, in copying charges—copying
charges—of 67 cents per page.

Not only did that vice president of
RTC lack written authority to execute
any contracts, he also only had the au-
thority to approve expenditures up to
$1 million. So, even if the Price
Waterhouse contract had only cost $4
million to $5 million, which is what
RTC subsequently said it estimated at
the time, the vice president in question
had no written authority to approve
that contract.

And we, the taxpayers, ended up pay-
ing 67 cents a copy, which anybody who
has ever gone into a copy store knows
is outrageous.

In fact, as a result of that hearing,
Price Waterhouse ultimately gave 3$4
million back to the Government. But
that, in my opinion, was even not
enough.

How did these outrages come about?
In both cases, the RTC officers who
signed the contracts believed that they
had received an oral authorization to
approve them. In both cases, these pur-
ported oral authorizations came from
senior vice presidents at the RTC. And
we have seen here in these two episodes
that costly results to the taxpayer of
such shortecuts.

Mr. President, senior managers need
to be accountable for the decisions that
they make. As a practical matter, how-
ever, they are only accountable when
they are forced to put their spending
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decisions down in writing. It is difficult
to hold an officer accountable for an
oral approval or an action taken based
on an oral delegation of authority.
With oral approvals, accountability
falls with the frailty of human mem-
ory.

The amendment I offer today will ad-
dress these problems by making the
contracting officer the last line of de-
fense against unauthorized expendi-
tures which too often have been waste-
ful expenditures. Before executing a
contract or a modification to a con-
tract for goods or services exceeding
$100,000—s0 it will not involve every
contract RTC enters into, but only to
the larger ones—the contracting officer
is required to state in writing that:

First, the contract is for a fixed
amount, is supported by a written cost
estimate, or that a written cost esti-
mate cannot be obtained as a practical
matter with an explanation of why a
written cost estimate cannot be made.
Cost estimates are fundamental to
good management, and the occasions in
which cost estimates are not made in
advance of signing should be extremely
limited.

Second, the contracting officer has
received a written statement from the
person who authorized the contract or
modification that the person had the
authority to do so pursuant to a writ-
ten delegation of authority.

Third, the contracting officer is sat-
isfied, based on the cost estimate, the
statement of the approving person, and
RTC's written delegations of authority,
that the person who approved the con-
tract or modification had the authority
to do so pursuant to a written delega-
tion of authority.

The amendment separately requires
the person who authorizes a contract
or modification to certify that he or
she had the authority to do so pursuant
to a written delegation of authority.

Mr. President, I want to make a few
points clear. This amendment will have
no effect on contractors. This amend-
ment specifically states that RTC's
failure to comply with the terms of
this amendment shall not void or be
grounds for voiding or rescinding a
contract. On the other hand, the whole
harmless provision of this amendment
is not intended at all to change or alter
RTC's rights to seek to void or rescind
unauthorized contracts. The whole
harmless provision only holds contrac-
tors harmless against RTC's failure to
meet the procedural requirements pre-
scribed by this amendment.

Second, the provisions in this amend-
ment apply to substance not form. We
saw in Operation Western Storm where
RTC managers divided the single $24
million contract into 93 separate con-
tracts in an attempt to avoid Board of
Directors approval. In that case, the
inspector general found that they
should all have been treated as a single
contract. The same is true here. RTC
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cannot avoid the requirements of this
section by dividing a single procure-
ment into several contracts of less
than $100,000.

Third, this amendment is meant to
apply to all procurements of goods or
services exceeding $100,000 regardless of
the form of the procurement. In other
words, this amendment covers con-
tracts, task orders, amendments or
modifications to contracts, amendment
or modifications to task orders, or any
new procurement vehicle RTC might
develop in the future.

Mr. President, in my opinion, this
amendment is an important com-
plement to the contracting safeguards
that the managers of the bill have put
into their amendment. Their amend-
ment contains a provision that re-
quires all contracts to be executed by
warranted contracting officers, and de-
claring all contracts not executed by
warranted confracting officers to be
void. That is an important control.

But we need to be concerned about
more than whether contracts are exe-
cuted by contracting officers. We also
need to make sure, before contracts are
executed, that the contract and modi-
fications are properly authorized. That
is also an extremely significant ele-
ment of management control.

Mr. President, RTC is not subject to
Federal procurement laws or regula-
tions. But that doesn't mean that we
should completely abdicate our respon-
sibility to ensure that RTC follows
some basic procedures to protect the
taxpayers. The procedures that would
be imposed if this amendment is adopt-
ed and that will be imposed by the
managers’ amendment are, together,
still much less than what would be re-
quired under standard Federal procure-
ment laws and regulations of almost
every other Federal Government agen-
cy when they enter into contracts.

I am pleased that this amendment is
acceptable to the managers. I thank
both managers, and their staffs, for
their cooperation in working on this
amendment, which I think will place a
very few, simple, commonsense con-
tracting requirements on the RTC to
protect the dollars—so many dollars—
we give it.

I thank the Chair and yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Mr. RIEGLE. Mr. President, I thank
the Senator from Connecticut for his
work on this. We are prepared to ac-
cept the amendment. The other side of
the aisle feels the same. I think it is a
positive addition to the bill, and I urge
its adoption.

Mr. D'AMATO. Mr. President, I want
to thank my colleague from Connecti-
cut, Senator LIEBERMAN, for offering an
amendment to S. T14 that is intended
to address the problems that have been
identified in the RTC’s contracting
program. This amendment will com-
plement the provisions that I added to
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the managers’ amendment, and will re-
sult in an improved and more cost-effi-
cient contracting process at the RTC.

However, I have a question for Sen-
ator LIEBERMAN regarding this amend-
ment. That question is: Will the last
subsection of this amendment, sub-
section (c¢), abrogate the RTC's com-
mon law right to abrogate contracts
that are entered into, or modified by,
an unauthorized person at the RTC?
Further, will the provision of sub-
section (c) affect any other right of the
RTC under any other provision of law?

Mr. LIEBERMAN. I would like to
thank my colleague, Senator D'AMATO,
for raising this issue. As I stated in my
introductory statement, the hold
harmless provision, which is subsection
(c) of my amendment, does not affect
any common law rights of the RTC, or
its rights under any other provision of
law. This subsection would prohibit ei-
ther party to an RTC contract, or a
modification of an RTC contract, ex-
ceeding $100,000 in value, from voiding
or rescinding that contract or modi-
fication due to failure to comply with
the procedural requirements of this
amendment., The procedural require-
ments that I speak of are those con-
tained in subsections (a) and (b) of the
amendment I have offered. Subsections
(a) and (b) require the provision of cer-
tain written statements, respectively,
from the individuals at the RTC who
execute the contract or modification,
and who authorize the contract or
modification. Subsection (c¢) applies
only to the provisions of the amend-
ment of which subsection (c) is a part.

I also would like to take this oppor-
tunity to compliment the distinguished
Republican manager of the bill, Sen-
ator D’AMATO, on the provisions he
added to the managers’ amendment re-
garding the execution of contracts on
behalf of the RTC. Those provisions are
extremely well thought out, and will
make a real difference in preventing
future contracting scandals at the
RTC.

The PRESIDING OFFICER. If there
be no further debate, the question is on
agreeing to the amendment.

The amendment (No. 360) was agreed
to.

Mr. D’AMATO. Mr. President, I move
to reconsider the vote.

Mr. RIEGLE. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

Mr. RIEGLE. Mr. President, I am
about to send a technical amendment
to the desk. I will have that in one mo-
ment. That has been cleared on both
sides. We will be able to send that
through, and then Senator CHAFEE
awaits to raise a matter of interest
that he has prepared.

AMENDMENT NO. 361

Mr. RIEGLE. Mr. President, I send
the technical amendment to the desk
and ask for its immediate consider-
ation.
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The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Michigan [Mr. RIEGLE]
proposes an amendment numbered 361.

Mr. RIEGLE. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 8, line 10, strike ‘‘the balance of
the Fund meets'’ and insert, “after deduct-
ing losses anticipated during that fiscal
year, the Fund is expected to meet.”

Mr. RIEGLE. Mr. President, I assert
again this has been cleared on both
sides. I ask for the approval of the
technical amendment.

The PRESIDING OFFICER. If there
be no further debate, the question is on
agreeing to the amendment.

The amendment (No. 361) was agreed
to.
Mr. D'AMATO. Mr. President, I move
to reconsider the vote.

Mr. RIEGLE. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to. :

Mr. RIEGLE. Mr. President, if I may
say, Senator CHAFEE is about to pro-
ceed. I want to make just a general an-
nouncement for Members before he be-
gins, At this point we have resolved all
outstanding issues I am aware of as
manager of the bill. There are no fur-
ther amendments awsaiting action, So
we are in a position now where, with
respect to the substance of this bill, we
can in due course, and I hope sooner
rather than later, proceed to final pas-
sage.

There are two items that are outside
the scope of this bill that still remain
for us to deal with. One is an issue that
Senator CHAFEE wishes to now raise
and engage in some discussion on re-
garding banking regulation changes,
which he can describe. That does not
relate directly, of course, to the legis-
lation that is before us now and which
we are attempting to finish.

When Senator CHAFEE finishes that
discussion, the only other outstanding
item that I am aware of is that Senator
GRAMM, of Texas, has indicated a desire
to offer a nongermane item relating to
the budget, Federal budget deficit, and
has declared an intention to want to
offer that today on this bill, although
it is not part of this bill, in order to
bring the issue forward and, presum-
ably, get a record vote on it.

But I give that sort of update because
we have concluded action on the bill as
such at this point. The bill is ready to
move to final passage pending the dis-
position of these two other items I
have just mentioned, which are really
not directly germane to the bill as
such.

So, with that status report having
been given, I am hopeful that before
too much more time elapses today we
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can resolve these other two items and
move to final passage and send this bill
to conference.

The PRESIDING OFFICER (Mr. GRA-
HAM). The Senator from Rhode Island.

LEGISLATION TO BE PROPOSED

Mr. CHAFEE. Mr. President, I thank
the distinguished chairman of the
Banking Committee and the ranking
member for giving me a few minutes
here. My concern is as follows. There is
no question but what the small busi-
nesses in the United States of America
are suffering from a tremendous credit
crunch. They are not able to borrow
money.

Why is that? One of the reasons is
that the regulators have come down
very hard, either pursuant to regula-
tions or pursuant to statutes, on these
banks. The bigger banks can handle the
regulations, but the smaller banks are
tangled up, with a great deal of their
manpower involved with trying to obey
this host of regulations and statutes,
and regulations pursuant to statutes,
that have arisen over the past several
years.

I am not unique in this concern. I
know this concern is shared by the
chairman of the committee and by the
ranking member likewise. What I am
proposing—and I would like a reaction,
if T might, from the managers of the
bill—is as follows.

It seems to me it is time to do some-
thing, if we can, about the statutes
that are underlying the regulatory re-
quirements that are imposed. Is this
just me talking? No. I quote from Alan
Greenspan, who testified last month
before the House Small Business Com-
mittee on recently enacted Federal
banking laws and the accompanying
regulations. This is what he had to say.

A substantial tightening of bank lending
terms and standards has occurred and has af-
fected small business.

He says that in relation to Federal
law.

The Vice Chairman of the Board of
Governors of the Federal Reserve, Mr,
David Mullins, made the following
comments at a hearing before the Sen-
ate Committee on Small Business:

The Financial Institutions Reform Recov-
ery and Enforcement Act of 1989 and the Fed-
eral Deposit Insurance Corporation Improve-
ment Act of 1991 produced, directly or indi-
rectly, a substantial increase in the regu-
latory burden on the banking industry.

President Clinton has recognized this
and said, on March 10:

Under the current banking system, the pa-
perwork is daunting and discourages banks
from making smaller loans.

Pursuant to the orders of the Presi-
dent, the regulatory side of this is
being addressed. That is, where the in-
stitutions under this jurisdiction—the
Treasury Department and so forth—
can make a change, because they are
just changing regulations rather than a
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statute, they are doing what they can.
But, as Chairman Greenspan said last
month:

These regulatory actions will be, I hope,
quite helpful. But legislation is required.

That is why I am here today. What I
am proposing—and I would like a reac-
tion if I might; this is not going to be
a drawn out affair—I have chosen as a
cutoff for a small bank, a capitaliza-
tion of $400 million in assets. This cov-
ers 10,000 of the 11,500 banks in Amer-
ica.

In other words, if we take a point of
$400 million in assets, we are covering
90 percent of the banks, not 90 percent
of the assets, but 90 percent of the
banks in our country. These banks to-
taled, together, 20 percent of the Na-
tion's banking assets.

This is what*I would propose: First,
under my legislation—which I am
going to introduce today, and which is
cosponsored by Senators BUMPERS,
LIEBERMAN, WALLOP, KEMPTHORNE, and
PRESSLER—it does the following:

First, it would freeze all new banking
regulations until the appropriate agen-
cy conducts a regulatory impact analy-
sis and concludes that the benefits of
the new regulations outweigh the cost
to small banks of implementing and
complying with them. That is the first
one.

Second, it would allow banking regu-
lators to suspend regulations that it
determines are unnecessary or have the
effect of prohibiting small banks from
lending to creditworthy small busi-
nesses. I know I am giving this rather
rapidly.

Third, and this is one I think the
managers are familiar with, currently
the loan process for small businesses
requires that if collateral in excess of
$100,000 is being submitted, that a li-
censed or certified real estate appraisal
is required. What I would do is boost
that to $250,000 before the bank would
have to go out and get a licensed or
certified appraisal. It is my under-
standing that the U.S. Department of
Treasury supports that.

Before I go on to the other two final
ones, perhaps I could get a reaction,
and I know this comes fast, if I could
get some kind of a reaction from the
managers on this and perhaps a com-
mitment that they take a further look
at it. What I would, of course, most of
all like, is if we could have a hearing
on these some time to address this par-
ticular problem of small banks being
relieved of some of these regulations,
because there is no question but the
vast majority of small businesses get
their money, their loans from small
banks.

We had devastating testimony before
the Small Business Committee on how
these small banks are tangled up in
these regulatory problems. One small
banker told us that 50 percent of his
personnel's time was devoted to these
regulatory problems. That seems high
to me, but that is what he said.
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So there you are. I wonder if either of
the managers might give me a reaction
to these. Why do we not start with the
easiest one first, which is the third
one, raising the threshold from $100,000
to $250,000—and that is not written in
concrete. If somebody has a better
idea, I would be glad to hear it, before
you require a licensed or certified ap-
praisal.

Mr. RIEGLE. If the Senator will
yield, and if I may, I need to send one
more technical amendment to the
desk. Does the Senator mind if I do
that?

Mr. CHAFEE. No.

| ————

THRIFT DEPOSITOR PROTECTION
ACT OF 1993

The Senate continued with the con-
sideration of the bill.

AMENDMENT NO. 362 TO AMENDMENT NO. 355

Mr. RIEGLE. Mr. President, I send a
technical amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Michigan [Mr. RIEGLE]
proposes an amendment numbered 362 to
amendment 355.

Mr. RIEGLE. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 5, line 6, of amendment No. 3556
after “Affairs,"” insert “Budget,”.

Mr. RIEGLE. Mr. President, this is a
further refinement of the technical
amendment offered in behalf of Sen-
ator D’AMATO and myself. I ask unani-
mous consent that it be adopted as
sent to the desk.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment (No.
agreed to.

362) was

LEGISLATION TO BE PROPOSED

Mr. RIEGLE. Mr. President, let me
briefly respond to the Senator from
Rhode Island. I think everyone here is
sensitive to the issue of trying to en-
courage small banks to make prudent
loans, particularly loans to business
entities that could otherwise be creat-
ing jobs and need credit out there and
so forth. We have heard plenty of argu-
ment that there is a credit crunch oc-
curring. It is uneven, and you hear dif-
ferent stories about it.

Any part of it that can be relieved
because of an excessive regulatory bur-
den that is not justified and necessary
clearly ought to be done. The new ad-
ministration, as you know, has cited
and has come forward with a whole se-
ries of administrative steps that they
feel they want to take and are in the
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process of taking to try to ease this
problem where they think it exists.

They also decided, speaking about
the administration, not to come for-
ward with legislative changes at this
time, notwithstanding the suggestion
the Senator makes, and he cites Alan
Greenspan as saying that certain legis-
lative changes may, in fact, be re-
quired.

I am not aware, as I stand here, that
we have received from Alan Greenspan
specific legislative recommendations,
but he is certainly welcome to send
them up to us. Insofar as I know, he
has not done that at this point, and if
he does, we will obviously take a very
careful look at them.

I will just say, with respect to one
item that the Senator mentioned about
the cost of regulation, we do not want
any more cost of regulation than is ab-
solutely nmeeded. But I cannot resist
making the point that we are having
this discussion as we are finishing pro-
viding $34 billion to bring to a total of
$121 billion the cost of having to come
in and sweep up the wreckage of the
S&L collapse.

So we know that if there is not suffi-
cient regulation in place and good su-
pervision, you could lose an awful lot
of money in federally insured institu-
tions. The Senator does not want that
to happen, obviously, and I do not say
that to suggest that he does, but sim-
ply to say that the amount of regula-
tion that you need to have in place to
forestall financial catastrophes of that
kind are real. They are as real as the
fact that we are about to pass this
funding of $34 billion today to finish
cleaning up a problem where banking
regulation was not adequate, was not
sufficient, did not work and it cost tax-
payers a ton of money.

So I think we have to always strike
that balance. We want to make sure,
on the one hand, that we have a regu-
latory structure in place that is ade-
quate to do the job and protect against
catastrophic loss and, on the same
token, not overdo it so you end up cre-
ating an undue burden. There is a need
to strike that balance.

I will conclude by saying I think on
the issue of the degree to where ap-
praisals should or should not be re-
quired and under what circumstances,
that is a fair guestion. It has been
looked at and addressed by the admin-
istration in its new approach to
changes in the regulations, whether
they could do it by administrative dis-
cretion.

I am open to what the Senator is say-
ing. I will read his bill he is introduc-
ing with the cosponsors he mentioned.
I will have the staff review it as well.
I will seek comments from other inter-
ested parties, like Alan Greenspan or
anybody else who is out there who
wants to make comments on it. These
are matters of interest to me, and we
will look at them carefully when we
have the bill in hand.



9980

Mr. CHAFEE. I thank the Senator.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. D’AMATO. Mr. President, I hope
that we could hold some more hearings
on the areas of concern expressed by
the Senator from Rhode Island, and
that is the lack of capital, the inability
of small business to borrow. We are not
talking about small businesses that are
not run well.

I risk mentioning—I will not mention
the name, but I will tell you the most
successful boat hardware entrepreneur
on Long Island, a company that has
been profitable, every single year has
earned a profit in the last 20 years,
cannot get the normal credit line that
they have to have to continue to do
their business. They employ 100 people
and have three outlets, But what the
banks require them to do is now put up
property as collateral for a business
loan, and then you get into the busi-
ness of the appraisals, as Senator
CHAFEE has raised.

I have to tell you, when you get down
to the smaller loans, the cost of those
appraisals absolutely is usurious if you
take a look at the amount of the loan,
$100,000 loan, and somebody has to pay
$2,500, $3,000 for an appraisal. That is
ridiculous. It is nonsense.

I think as it relates to the specifics
now on the appraisals, we have to do
something. I think as it relates to the
suspension of regulations that impede
credit and do not provide any sub-
stantive benefit as it relates to the
adequacy of capital or the operation of
a bank, that we should give to the
President of the United States the abil-
ity to suspend these. I have introduced
legislation to that extent.

So I want to commend the Senator
for this approach. We cannot just sim-
ply say that because of the debacle
that took place we will permit the in-
stitutions to be chained to rules and
regulations that do not make sense and
that have gone beyond what is realistic
and now imprison those institutions
and also, more important, keep the
economic recovery from taking place.

If there is a reason we have not cre-
ated the jobs in this country that peo-
ple feel we should be able to, it is be-
cause the engine of economic growth
has been stifled, and it has been stifled
in good measure because they cannot
get good capital, and that is small
business.

So I encourage the Senator from
Rhode Island to continue in his efforts,
and I look forward—and I know that
the chairman is acutely aware. We are
working on legislation in a very coop-
erative manner, and I wish to commend
the chairman of the committee and his
staff for attempting to provide a vehi-
cle by which we can open the artery. I
share this with the Senator from
Rhode Island. The fact is that I think if
we can provide for the securitization of
small loans as we have for credit cards,
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as we have for automobiles, as we have
for mortgages, home mortgages, why
we can open up a pool of tens of bil-
lions of dollars because the banks will
then be able to sell these loans that
they make.

I must say that we have made some
progress. The administration has been
very helpful, and the regulators, albeit
slowly and cautiously, as they should
be, because they do not want to risk
capital standards, or jeopardize them,
the soundness and safety of banks, are
beginning to move to a point where
hopefully we can pass legislation which
will make it much easier for the small
banks to make these loans and not
have to carry the 8 percent reserve
against them. And that is a problem,
particularly since they do not make
very much. The cost of these loans, as
the Senator from Rhode Island said, is
a very high one. So whatever we can do
to reduce that—I know we are going to
have a series of hearings relating to
the securitization issue and some of
the others, and I hope we would be able
to entertain, if not the specific legisla-
tion, certainly aspects of the legisla-
tion which the Senator from Rhode Is-
land is raising today.

Mr. CHAFEE addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island.

Mr. CHAFEE. Mr. President, here is
really what I would like. My legisla-
tion is not entirely unique. There are
some aspects of it that are different
but others have legislation similar
dealing with loans to small business,
trying to do something about this cred-
it crunch. Perhaps my legislation is
unique in that I deal solely with small
banks, those with $400 million. As I
pointed out, that is only 20 percent of
the assets of the United States even
though it is 10,000 out of the 11,500
banks in the country.

So what I hope is that we would be
able to have a hearing on this. I am not
trying to get a commitment in blood
from the chairman, but if he would be
receptive to the idea of a hearing on
doing something about the small busi-
ness credit crunch, I would be very
grateful.

And then I had one more point I was
going to raise.

Mr. RIEGLE. Let me say to the Sen-
ator, this is an issue of keen interest.
As Senator D'AMATO has said, we are
working now on a proposal to
securitize small business loans and to
be able to take them out of banks and
sell them out in the secondary market.
So that is a main line of effort and ini-
tiative right now with respect to the
credit crunch.

I do think we will examine that
issne. I cannot, as I stand here now,
commit to a specific hearing time be-
cause we have a parade of nominees
coming through plus other issues that
are already lined up in the cattle chute
that we have to deal with, but we will,
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of course, be looking at these issues
and when we take them up, whether we
do it in the context of securitization of
small business loans, issues related to
that such as the Senator is raising, I
am interested in looking at it as well.
So that might well be the time to do it.

I might say, too, that I have talked
with Eugene Ludwig, the new Comp-
troller of the Currency, and as they are
working to implement these new ad-
ministrative changes that the Presi-
dent announced at the White House a
month or so ago on bank practices,
there is a very aggressive effort being
done out in the field to actually see
that those regulatory adjustments are
made.

So there is underway an effort now to
try to address a large part of this prob-
lem in that fashion. I do think it is
only fair we give that process a chance
to work, see how it is working, exam-
ine how it is working. I only cite that
because it is also moving at the same
problems the Senator is raising ques-
tions about, and that is something of
course that is now underway.

Mr. CHAFEE. 1 appreciate that. I
must say some of the most telling tes-
timony I have heard around this Sen-
ate in quite a while came before the
Senate Small Business Committee. It
was the president of the American
Bankers Association. You immediately
think the president of the American
Bankers Association is president of
Citicorp or something like this. Not at
all. The president of the ABA is a
banker from a very small bank in Ar-
kansas, very small bank. He was de-
scribing the problems that a young
man had who had character, who came
for a loan, and he wanted to buy a
truck. You are talking something like
an $18,000 loan. And he described the ef-
fort they had to go through to try to
give this young man the loan without
it affecting the balance sheet in some
adverse way. I just conclude with the
following thought.

Mr. RIEGLE. Will the Senator yield
on that point because that may well be
a valid illustration. I do not know the
banker personally to which the Sen-
ator refers, but I would like to make an
invitation to him now by means of this
colloguy that if in fact he could not
make a loan of $18,000 to somebody he
thought ought to have it because of
regulatory burden, I would like him to
bring the facts to me. I am not saying
that that is not accurate, but if he is in
a position where he is that hamstrung
and that is not an exaggeration, I wish
to know the details of it.

I thank the Senator for yielding.

Mr. CHAFEE. In conclusion, I just
want to ask that Senators be thinking
about this fourth point of the rec-
ommendations that I had. It does the
following. It applies obviously to small
banks, under $400 million. A small
bank which receives an outstanding
rating under the Community Reinvest-
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ment Act, of which only 10 percent at-
tain this, would be granted a safe har-
bor from Community Reinvestment
Act protests should that small bank
want to, for instance, engage in an ex-
pansion of some type. And further-
more, under this the regulators would
be directed to significantly reduce the
paperwork requirements under CRA for
banks that obtain the highest CRA rat-
ing.

That is one side of the equation. That
is what the chairman of the committee
so aptly called the carrot.

On the other side, there would be a
stick. The bill calls for stiff penalties
on small banks with the worst CRA
rating, specifically that is substantial
noncompliance. In our legislation, we
have a fine of up to $20,000 on small
banks which receive that worse rating,
so what we are trying to do is say if
you get the best rating under CRA you
ought to get something for it because
that is an encouragement to try to
seek this rating. On the other hand, if
you get the worse rating, there is a
penalty. So I urge the floor managers if
they would give that some consider-
ation, too.

Mr. RIEGLE. Let me just say to the
Senator that the reward and penalty
concept is sort of a new concept as put
the way he has put it. It is an interest-
ing idea. I think you would have to be
sure you were balancing the scale of
the reward with the scale of the pen-
alty at both ends because we are trying
to reward good conduct in one case and
modify bad conduct in the other case.
But as I say, I will take a look at the
bill that the Senator is submitting
today with his cosponsors. I will ask
the staff to do so as well. Let us discuss
these matters.

Mr. CHAFEE. I thank the chairman
very much.

I know the Senator from Massachu-
setts is waiting. This is a problem of
which I know the Senator from Michi-
gan is very much aware and of which
the Senator from New York is very
much aware. It is true that we are
dealing with a mammoth measure
which resulted from lack of proper reg-
ulation, but we all recognize the pen-
dulum can swing too far the other way,
likewise. So if we can free up some of
this credit, it would be a marvelous
thing for job creation in our country
because as every one of us knows we
are all preaching the gospel that jobs
are created by small businesses and if
small business can have access to more
credit from their most likely credit
giver, namely the small banks, the
whole country would be a lot better off.

I thank the Chair.

——————

THRIFT DEPOSITOR PROTECTION
ACT OF 1993

The Senate continued with the con-
sideration of the bill.
Mr. KERRY addressed the Chair.
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The PRESIDING OFFICER. The Sen-
ator from Massachusetts,

Mr. KERRY. Mr. President, I rise to
support the effort of the managers of
the bill to proceed forward with the
Resolution Trust refunding.

As the chairman of the committee
knows, for the last 2 years, I have op-
posed the efforts to fund the Resolu-
tion Trust Corporation. I recognized
the responsibility that we have with
respect to depositors. But many of us
were deeply concerned about the level
of mismanagement at RTC, the prob-
lems that existed within the RTC it-
self. And regrettably, for better or
worse, simply calling it the way it was,
in the past administration our efforts
to reform the RTC, our efforts to really
create an accountable system, frankly,
fell on deaf ears.

This will be the first time that I am
going to be voting for this then since
the RTC's creation. The reason is very
simple.

The chairman and the ranking mem-
ber—I want to thank them for this—
have made extraordinary efforts to
reach out to both the administration
and members of the committee to help
to fashion a piece of legislation that
represents our best effort to try to cre-
ate the reforms and accountability we
need, while simultaneously creating a
structure that gives the RTC the flexi-
bility it needs to be able to move large
assets and be able to deal with large
amounts of money that are necessary.
It is a tough balance. The real proof
will be in the efforts of Secretary Bent-
sen and the new leadership of the RTC
to follow through on the structure that
we institute here today.

1 thank the chairman, particularly,
for having been as openminded and as
willing to work to encompass the views
of many different people. He has a
tough job, and it is a thankless job.
There is no bright ends in spending
these sums of money for past failings.
I think he has walked us through this
process with great skill and with a
commitment to reforming this mess,
while at the same time recognizing the
larger responsibilities of keeping the
system afloat. I think he deserves
great credit for that.

I also thank my colleagues on the
committee who joined together to cre-
ate, I think, a consensus about some of
the changes that we needed to imple-
ment; particularly Senators BRYAN,
NIGHTHORSE CAMPBELL, MURRAY,
MOSELEY-BRAUN, and BOXER who all
brought to this a lot of creative energy
and commitment to guaranteeing, as
Senator MURRAY said a while ago on
the floor, that we were not going to be
voting this sum of money in an unac-
countable fashion to our taxpayers.

We all know that the RTC has been,
regrettably, something of a sinkhole of
waste, mismanagement, and abuse, and
it has never had adequate controls over
its operation, with the result that it

9981

really was an invitation to the very
waste, fraud, and abuse the taxpayers
of this country are becoming so, right-
fully, cynical about and exhausted
with. Private law firms, accounting
firms, and real estate contractors and
others—who, I might add, are often the
first people to come and bang on the
Government for irresponsibility—were
the first people to line up at the trough
and not hesitate to rip it off and take
advantage of whatever loopholes for
problems existed. There are serious
questions about the individual as well
as corporate conscience with respect to
those kinds of actions.

Second, I have had an objection in
the past because the RTC, alone,
among Government organizations, has
been exempted from pay-as-you-go
funding. We just had a major fight on
the floor over a stimulus package, as it
was called, which was really a jobs bill,
to help get our dragging economy mov-
ing again. And I kept hearing colleague
after colleague come to the floor and
say, “We do not do this; it is not pay as
you go." Yet, for several years at the
behest of—I say this kindly—their
President, because it was the President
of their party, they were ready and
willing to ante up billions of dollars—
$90 billion at a time—in order to not
pay as you go, but to create this in-
credible money machine which has
been so abused.

Every dollar thus far spent on the
RTC has added to the Federal deficit.
Not a penny that we spent on it to date
has been offset by other spending cuts,
or by the taxes to pay for it. I think
that the Clinton administration de-
serves credit for—for the first time in
12 years—giving us real numbers and a
real approach that offset, by both reve-
nue raised and cuts made, the money
that we will now be expending for the
RTC. Unlike an attitude that was will-
ing to fake it consistently, by pretend-
ing we were not raising taxes on the
American people, while we raised their
debt and amount of money they had to
pay in the long run, we are at this time
being realistic that there is a need for
money to try to pay for what we are
undertaking to do.

There are, in the managers’' amend-
ment, a series of reforms, and I am ex-
tremely pleased that those reforms
seem now to have met with a broad ac-
ceptance. I might add, just for the
record, that Congress did try when we
created the RTC—when we passed
FIRREA, we did place into law some
basic requirements at that time for the
RTC. I do not think that the public
should believe there was a total irre-
sponsibility on the part of Congress.

Congress set out some requirements
for the RTC. But the management of
the RTC avoided those responsibilities.
We did require the RTC to conduct its
operations so as to maximize the recov-
ery on assets it acquired; but, accord-
ing to GAO, it never did that. So it was
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not that we did not require something
of it. They did not meet the standard.

Second, we required them to mini-
mize the impact on local markets, and
this is a standard that the RTC largely
accomplished to date by just failing to
market; you do not impact the market
if you do not sell things. What they ba-
sically did was leave the taxpayers
stuck holding the costs on the real es-
tate, and they have become the biggest
manager of real property in the United
States.

Third, the RTC was previously re-
quired to and was supposed to make ef-
ficient use of its funds. Again, the GAO
found there were numerous failures
there, and they did not do it.

Finally, the RTC was supposed to
minimize the losses incurred in resolv-
ing cases, and according to the GAO,
the RTC did not do that. One impor-
tant reason is that, last year, the RTC
destroyed its own ability to sue those
whose wrongdoing contributed to the
savings and loan losses. We can ask a
lot of questions about why that hap-
pened. There is not anybody who did
not know there was not a requirement
for those losses to be minimized and for
the recoupment to be maximized.

Notwithstanding that requirement,
for reasons which I think some people
ought to still explain, half of the staff
devoted to such lawsuits were fired or
left the RTC. The RTC's handling of
the professional liability section of
those cases has been positively atro-
cious, adding to the costs of the bailout
and adding to the anger of citizens in
this country.

I am not going to fall into the trap of
suggesting that every suit they bring is
perfect. I think we need to watch very,
very closely that there is not abuse in
the process, so that innocent people
who happen to have deep pockets are
not suddenly dragged into the
recoupment process simply because
they are there. I think it is up to us to
pay close attention to make sure that
it is the egregious who do not escape
and not the innocent that are dragged
into a net. I feel strongly about that.

I want to flag quickly one issue be-
fore I review how we arrived here and
the steps we have taken to clean up the
RTC.

These are taxpayers' dollars that rep-
resent the taxpayers’ dollars of all
Americans, not just the wealthy. And
if the taxpayers of this country are
going to ante up to bail out the deposi-
tors and keep a system whole, then the
system deserves to benefit. And that
means that the folks in our country
who have the toughest time getting
started, the toughest time getting a
job, who are the most negatively im-
pacted by the downturn of the economy
today, ought to benefit through the
taxes that they, as well as other peo-
ple, are putting into this legislation. I
think that is a vital principle and I am
grateful that the leadership, that the
managers, want that.
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I now wish to spend some time re-
viewing what has taken place at RTC
to date, and what must be fixed in
order to protect the taxpayers.

BACKGROUND

In August 1989 we passed the Finan-
cial Institutions Reform, Recovery,
and Enforcement Act of 1989 [FIRREA],
in response to the massive thrift losses
arising out of the savings and loan cri-
sis. We did not want a taxpayer bailout
of the savings and loans. We did feel an
obligation to repay depositors who had
put their funds in federally insured in-
stitutions. Accordingly, at the request
of the Bush administration, we created
the Resolution Trust Corporation
[RTC] to handle failed thrift institu-
tions. At the time, we placed into law
some basic requirements for the RTC,
which unfortunately, the RTC has
failed to meet.

First, we required the RTC to con-
duct its operations so as to maximize
recovery on assets it acquires. Accord-
ing to the GAO, it hasn't done so, as a
result of mismanagement, inadequate
financial and information systems, and
through fraud and abuse.

Second, we required the RTC to mini-
mize the impact of its activities on
local markets. This standard the RTC
has largely accomplished to date by
failing to sell—or even to market—
most of the real estate it holds. The re-
sult has been that local markets
haven't been affected—but the tax-
payers are still stuck with the holding
costs on the real estate.

Third, the RTC is supposed to make
efficient use of its funds. Again, the
GAO has found numerous failures here.

Fourth, the RTC is supposed to mini-
mize losses incurred in resolving cases.
According, to the GAO, RTC did not do
this. One important reason is because
the RTC last year destroyed its ability
to sue those whose wrongdoing contrib-
uted to savings and loans losses, by fir-
ing half of the staff devoted to bringing
such lawsuits. The RTC's handling of
its professional liability section or
PLS cases has been atrocious, and has
added to the costs of the bailout.

Finally, the RTC is supposed to
maximize the preservation of afford-
able housing. There is an RTC afford-
able housing program, but it has not
done as much as it should have.

As the General Accounting Office has
documented, the RTC in fact wasted
billions of dollars through various
forms of waste, mismanagement, and
abuse over the past 3% years.

The RTC's most serious problems
have included contracting and manage-
ment deficiencies, inadequate informa-
tion and accounting systems, inad-
equate oversight of billions in loan
servicing, inadequate recoveries on
asset sales, and poor accounting and
recordkeeping.

Even today, no one knows how much
these bad practices have cost the tax-
payers. As the GAO has concluded, the
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RTC’s recordkeeping has been so bad
that it remains impossible to analyze
just how much money it has lost.

The Bush administration liked to
argue that the one thing it did have
was business competence. You have to
wonder about that when it comes to its
handling of the RTC.

As the GAO has found, at one point,
nearly one third of all the entries in
the RTC's real estate management
data base was entered incorrectly. Ap-
parently, the problem was sufficiently
intractable that RTC wound up
junking the computer system entirely
and relying for a time on collecting the
data by hand.

No wonder that much of the time, ac-
cording to the GAQO, RTC has literally
not known what property it holds. As-
sessments of property value have been
inaccurate and incomplete, and some-
times based on incorrect data.

There are other very significant is-
sues about the way RTC has handled it-
self pertaining to its hiring of law
firms and accounting firms as private
contractors. For the past 3% years,
lawyers, accountants, and real estate
speculators have been getting rich off
the taxpayers in connection with the
bailout.

Recently, I asked the RTC and the
RTC inspector general to detail the de-
gree to which the $95 billion we already
appropriated has gone to waste, fraud,
and abuse.

No one could tell me.

When I asked them to assess how
much RTC spending had been lost due
to waste, fraud, abuse, mismanage-
ment, and lack of controls the response
I received was, and I quote:

An estimate of the total cost [of waste,
fraud and abuse) is impossible to determine
at this point. * * * Rather than lock at past
mistakes we want to concentrate on improv-
ing operations in the future.

I do not understand how we can im-
prove operations in the future if we do
not know what went wrong in the past.
While we don’t know how much it has
cost us, we do know that there have
been egregious abuses at RTC.

I will give you just one example.

Last September, the inspector gen-
eral at the RTC found that the Man-
hattan law firm of Cravath, Swaine, &
Moore had overbilled the RTC by
$270,000 for legal services. Included
were bills RTC paid to lawyers for hav-
ing worked 26 hours each per day. The
lawyers accomplished this amazing
feat working out of a luxury hotel in
Manhattan. Since their law offices
were also in Manhattan, it is not clear
why they were staying in the luxury
hotel, and billing the RTC for it, but
the RTC paid the bill anyway, luxury
suites, meals and all.

During the lawyer’s stay at the Man-
hattan hotel, they also managed to fax
some 45,924 pages at the rate of $1 per
page, all of which they billed to the
RTC and the taxpayers.
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The IG concluded more than 17
months ago that these and other prac-
tices by Cravath amounted to a rip-off
of RTC. They told RTC it should de-
mand a refund.

I asked RTC the simple question, did
you ask for a refund yet?

The answer? As of January 22, 1993—
the first day of the new administra-
tion—negotiations with Cravath hadn't
started.

My friends, the Cravath case is not
unique in connection with the thrift
cleanup. As near as I can tell, it is
commonplace. Over the past 4 years,
the RTC has been the largest purchaser
of legal services in the United States,
using the services of some 1,986 outside
law firms. The apparently endlessly
deep pockets of the taxpayers have
been dunned some $3 billion in total
fees to private contractors of RTC—as
much as we spend annually on the
women, infants, and child nutrition
program—WIC—to ensure the health of
American families.

The RTC inspector general's office
has yet to audit many of those con-
tracts. So as of today, we don't know
just how bad the abuse has been. But
the RTC inspector general's office has
told me that they expect to find a lot,
including:

Charges to the RTC for legal services
that were never performed.

Law firms charging the RTC hourly
rates that differ from those RTC agreed
to, and RTC paying it.

Duplicate or multiple payments to
law firms by RTC for the same work.

An unreasonable number of hours
charged for an attorney, such as more
than 24 hours in a day, just like
Cravath did.

Wolfpacking of attorneys, that is,
using a platoon of unnecessary lawyers
per case. This used to be called feather-
bedding.

Using inexperienced attorneys to bill
huge numbers of hours on over-
researching RTC legal matters.

Using lawyers to carry out clerical
functions, like photocopying, and bill-
ing the photocopying work out at law-
yver’s hourly rates.

Charging RTC ridiculous markups,
amounting to 300 or 400 percent for ex-

penses, such as photocopying, tele-
phone, fax, et cetera, et cetera, et
cetera.

Let me emphasize. After 3%z years of
RTC’s operation:

No one knows how bad these prob-
lems have been.

No one is in a position to tell us.

No one appears able to tell the tax-
payers how much they have been
ripped off by RTC mismanagement and
the privateers who have been banquet-
ing off the S&L debacle.

I asked RTC in March to tell me
what the range of hourly rates was for
private lawyers hired by RTC. The an-
swer?

“We don't know. We would have to go
back manually and check the records,
and we have never done that.”
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The RTC could not provide me with
the maximum rate charged by the RTC
by the lawyers it hired; the RTC
couldn't provide me with the minimum
rate charged the RTC by the lawyers.
The RTC couldn’t provide me with the
average rate charged the RTC by pri-
vate lawyers. The RTC said the only
way it could find out is by manually
reviewing the records, and it had never
bothered to do it.

RTC MANAGEMENT REFORMS

Given these kind of problems, many
of us on the Banking Committee have
felt that we could not agree to provide
further funding to the RTC without si-
multaneously putting into place a
package of management reforms. We
joined the committee in voting to re-
port the Resolution Trust Corporation
[RTC] legislation out of committee and
to the Senate floor, with very substan-
tial reservations about the past oper-
ations, management, and performance
of the RTC, and with the conviction
that the RTC has failed to uphold its
commitment to the taxpayers of re-
solving the thrift crisis at the lowest
possible cost.

We voted to report the RTC refund-
ing out of committee with the under-
standing that the administration and
the committee would work to develop a
stronger legislative package to ensure
substantially better performance and
accountability by the RTC, and by the
FDIC as the RTC’s successor in han-
dling thrift resolutions. We believe
these reforms will continue to helping
the administration bring about sub-
stantial improvements over current
RTC and FDIC practicesm and thereby
better protect the taxpayers from fur-
ther abuses during the duration of the
thrift cleanup. The reforms also are de-
signed to ensure that as the cleanup
proceeds, we will be in a position to ex-
ercise adequate oversight over the
RTC, and ensure real accountability
for what happens from here on out.

1. FINANCIAL CONTROLS

Since the RTC’s creation, it has been
plagued by weaknesses in its receiver-
ship internal controls, flaws in its
methodology for estimating recoveries
from the sale of receivership assets,
and significant exposure to losses from
both real estate and delinquent real es-
tate-backed loans for both resolved and
unresolved institutions. These prob-
lems were so severe that in 1990, the
GAO was unable to express an opinion
on the RTC's financial statements. By
1991, these were partially remedied, and
the GAO was able to give the RTC an
unqualified opinion on the RTC's bal-
ance sheet and cash flow.

The GAO today remains unable to as-
sure the RTC that its internal controls
have worked as intended to prevent or
detect errors. At the end of 1992, GAO
concluded that:

* % * 1ack of accountability and poor inter-
nal controls over cash management in RTC
receiverships could increase the cost of reso-
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lutions and the amount to be paid by tax-
payers and negatively affect future financial
statement opinions.

The GAO said that improving finan-
cial management and accountability at
RTC must be a priority.

In 1990, after the passage of FIRREA,
Congress passed the Chief Financial Of-
ficers Act of 1990, the most important
financial management legislation since
the Budget and Accounting Procedures
Act of 1950. In essence, this law set into
place a new leadership structure for
Federal financial management, to con-
trol policy setting, implementation,
and operations of Government agencies
as a means of correcting existing finan-
cial management weaknesses. The law
requires audited financial statements
and management reporting, and makes
changes in audits and reporting re-
quirements for Government corpora-
tions. Most important, it makes Fed-
eral financial management in every
agency responsible to a deputy director
for management within the Office of
Management and Budget. This position
is appointed by the President and con-
firmed by the Senate and serves as the
Federal Government’s chief financial
officer.

Today, neither the RTC nor the FDIC
is fully subject to this act. The failure
of either to develop adequate financial
management systems is well-docu-
mented. This bill requires both the
RTC and FDIC to adhere to